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What Makes the Wheels Go Round? 


HEELS that grind flour for our 

bread, saw lumber for our houses, 
shape steel for our automobiles; that 
weave cloth for our coats and dresses, 
make our paper, print our newspapers. 
Wheels on which we depend for the 
everyday necessities and comforts of life. 
What makes these wheels go round? 
Today the answer is electricity. Elec- 
tricity has speeded up the operations of 
all industry, has enabled it to produce 
of hundreds —the 


in millions instead 


manufactured products that we need. 
Electricity has reduced the cost of these 
products so that the average person can 
now afford those things which only the 
rich could enjoy a few years ago. 

General Electric engineers and scientists 
—the leaders in the application of elec- 
tricity to industry—have helped to raise 
the standard of living in America. Their 
work has.resulted in more things, better 
working conditions, greater leisure, and 


a richer life for all. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 


90-14DH 


LISTEN TO THE G-E RADIO PROGRAM, MONDAYS. 9:30 P.M., E.S.T.. NBC RED NETWORK 
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What '4 fhead por 
STO CGIKS 


e 
in 1938? 

What unique opportunities ahead ? 

What pitfalls to avoid? 

How can capital be rebuilt ? 
NNUAL UNITED OPINION Fore- 
cast for 1938 answers sixteen vital 

Questions on business and finance that 

will prove a valuable guide to profits in 

the New Year. 
al T 
10 Stocks to Buy Now 
Forecast includes special list of the 10 stocks 
most favored by leading financial ad 


ties as offering outstanding profit opportu- 
nities for early 1938. 


Get the Facts— free! 


That you may test the accuracy of 

UNITED OPINION forecasts for your- 

self, we will send you the 1938 Annual 

Forecast and the list of 10 outstanding 
_ Stocks without obligation. 


Send for Bulletin WS-1 Free! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass. 























KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 

be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. e urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





**ODD LOT TRADING’’ 
John Muir & Oo., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘**‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Ohapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a@ security advisory service conducted by 
The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
ersonal and continuous counsel rendered 

the Investment Management Service. 
rite for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 
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Announcing A Ylew Department 


Ix this issue THe MacGazine oF 
Watt StrEET’s completely revised 
Business Analyst makes its bow. 

This eight page section of inter- 
preted statistics will be found, 
printed on blue paper for easy iden- 
tification and ready reference, begin- 
ning on Page 235. 

It is the object of the Business 
Analyst to present more than a com- 
plete set of the latest and compara- 
tive figures on trade, industry, 
money and finance. We aim to 
make these statistics tell not only 
what is happening but, by intelligent 
comment and summation by quali- 
fied experts in each field, to indicate 
the trend, to suggest what may hap- 


(See Pages 235 to 242) 


pen next and, most practical, where 
possible, to suggest what to do about 
it. 

The Business Analyst has been in 
preparation for several months, un- 
dergoing numerous revisions and 
re-groupings, in order to give it 
maximum utility and ease of access 
to such data as the business execu- 
tive, purchasing agent, sales man- 
ager, bankers, credit man or investor, 
may need. 

We do not, however, flatter our- 
selves that the job is complete. That 
it cannot be until we have had the 
criticism and suggestions of you who 
read and use this section. What 
does it tell you that you want to 


know and what does it leave out? 
Are the figures the ones you find of 
practical value, and are they inter- 
preted for your purposes? Do you 
like the arrangement or can you sug- 
gest something better? Our endeav- 
or has been to classify to the extent 
of showing all related figures. 

We think after all these years of 
correspondence and personal contact 
that we know our readers and their 
wants fairly well. But here is a 
brand new department that will 
make a new appeal and find new 
uses and users. We would like your 
candid reaction to it. Write and tell 
us how its practical value can be in- 
creased to you. 





* * * 


IN THE NEXT ISSUE 


* * * 


Which Will Dominate Administration Policy 
Business Necessities? or Political Objectives? 


BY RAY TUCKER 


The Best and Worst Acting Stocks in the Market's Decline 


BY EDWIN A. BARNES 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING 





COMPANY « EAST PITTSBURGH, PENNSYLVANIA 





CALLING 
Santa Claus” 


The modern Christmas is an ELECTRICAL Christmas 


ie a miniature electric range that 
Mollie is asking for—so why 
shouldn’t she use a fast, modern 
means of getting in touch with 
Santa about it? Goodness knows, 
he’s getting more up-to-date every 
year. His bag is always bulging 
with electric trains and boats, radio 
parts, and electric construction sets. 
And remember those sputtering 
little candles he used to make? 


Nowadays he decks the trees with 


gay-colored electric lights that are 
much safer and prettier. 

For grownups, too, electricity 
helps to solve Santa’s problems. 
Westinghouse, for example, pro- 
vides a complete array of delight- 
ful gifts, from ranges and refriger- 
ators to wafHle bakers and warming 
pads. They’re gifts that /ast — for 
many Christmases to come. 

But that’s not all the help that 


Westinghouse gives Santa Claus. 


@) Westinghouse 


Anat nor 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 


In thousands of factories, Westing- 


house motors drive marvelous 
machines that make every kind of 
gift cheaper and better. Westing- 
house generating apparatus even 
supplies the electric eurrent that 
drives those motors, lights Christ- 
mas trees, and helps to prepare food 
for Christmas dinners. The hands 
of Westinghouse serve you in 
many ways at Christmas — and at 


other time of the 


every year. 
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SINE SS it See 


The Trend of Events 


LABOR IMPEDES RECOVERY ... Many causes of the 
present depression have been cited and many remedies 
have been proposed, but one of the most important 
eements in the picture has had inadequate attention. 
It is probable that the consequences of the aggressive 
labor movement sponsored by the Roosevelt Adminis- 
tration have been as adverse to business volume and 
confidence as have been unwise Federal tax policies, if 
not more so. From this perspective, we can see that the 
results of an unsound labor policy stopped the French 
“New Deal” in its tracks and forced retreat. Because of 
the multiplicity of factors involved in our situation, it is 
less easy to measure the part the Roosevelt labor policy 
has played. 

It is clear, however, that in the year prior to our 
economic slump there was an unprecedented wage rate 
inflation among the organized and relatively well paid 
labor groups. In past periods of rapidly rising wages, 
such increases followed a rise in the cost of living. In 
this instance they preceded it and contributed to it by 
arbitrarily boosting the costs of production. The total 
elect was not an increase in national purchasing power 
but a decrease, for consumers, including unorganized 
workers, were called upon to pay more for less product. 
Nor is this the whole story. The unions, notably in the 
motor industry, have been encouraged by the one-sided 
Wagner Act to make endless “working conditions” de- 
mands which encroach upon the realm of management. 


To management the problem of labor relations today is 
more serious than ever before—a continuing source of 
harassment and uncertainty. 

Unfortunately, there is no evidence that the Adminis- 
tration is ready to grapple with this situation in courag- 
eous and realistic fashion. On the contrary it persists 
in insisting that some form of Federal wage-hour regula- 
tion be adopted. One of the most practical contributions 
that Congress could make to the cause of recovery would 
be to kill the pending wage-hour bill and set about re- 
writing the Wagner Act. Both are major obstacles to 
the confident employment of private capital which the 
Administration professes to seek. 


THE BUDGET AND INFLATION .. . Underestimating 
deficits has apparently become a chronic failing at 
Washington. The President’s January budget estimates 
and revised mid-year estimates are no longer taken seri- 
ously, which is deplorable because the Government’s 
fiscal position and prospect are of supreme importance 
to the ultimate welfare of every man, woman and child 
in this country. The deficit for the 1938 fiscal year to 
date is already greater than the estimate for the entire 
fiscal vear made not long ago. 

Revenues for the fourth quarter and probably for the 
first six months of 1938 are clearly going to be far smaller 
than the New Deal had counted on, reflecting the radical 
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change for the worse in economic activity; and expendi- 
tures show every evidence of increasing. Demand for— 
and need of—spending for relief will increase. To men- 
tion but one other avenue of Federal spending, the new 
farm bill is considerably more costly than the present 
“soil erosion” program, and Congress to date has ignored 
the President’s warning that enlarged spending here 
would have to be met by added taxes. Moreover, Social 
Security tax revenues will be reduced by business de- 
cline, and heavy disbursements under various state 
unemployment compensation plans begin in January. 
The Federal Government probably will have to return 
to the states some $300,000,000 in tax revenues theo- 
retically held in reserve but already spent. 

This does not mean that a destructive inflation is 
imminent. The banks have substantially reduced their 
holdings of Government bonds over the past eighteen 
months and recently total bank loans have been declin- 
ing. Hence the banks are again buyers of Government 
bonds and could no doubt take a billion or two without 
national credit disaster. But the primary fact remains 
that if the Government fails in coming months to induce 
a privately-financed recovery, the underlying fiscal out- 
look will be darker and the threat of inflation more 
serious than at any time since the present Administra- 
tion assumed office. Therefore, despite the present de- 
flation, the longer alternatives appear to be precisely 
what they were in March, 1933—recovery or inflation. 


BUSINESS MAY BE PERMITTED TO DO BUSINESS... 
The Associated Press has consulted twelve economists 
about an acute attack of something or other from which, 
it appears, the business world is suffering. The resultant 
diagnoses are conflicting, specifically. So great is the 
divergence of professional opinion among the doctors 
economic that some would give the patient a drastic 
dose of higher taxes while others recommend a mild dose 
of lower taxes. But in general the wiseacres agree that it 
would be helpful if business were given a chance to do 
business. 

That is what the laity knew before the docs were 
called in. For four long years the common business man 
has been telling the business pundits that all he wants 
is a chance to do business. 

Everybody wants business activity, but collectively 
and governmentally we have been doing the best we 
could to paralyze business or put it into a straitjacket. 
Our entire government from top to bottom has been 
given a socialistic tinge, which is to say, an anti-business 
tinge. The general attitude of government toward busi- 
ness has been hostile. The business man has been re- 
viled and stigmatized. His occupation has been slandered 
and he has been humiliated, ignominiously humiliated. 
All successful business men have been dubbed economic 
royalists and commercial tories. Flops have been found 
to be martyrs; to succeed is to be disgraced. The busi- 
ness of the government has been turned over to moral- 
ists, theologians, sociologists, pedagogues, philanthropists 
and what not. 





Never before was there an administration with 9 
much business to be done and so few business men to 
do it. To have had business experience has been held a 
handicap for a government business job. 

Business has been treated by the tax collectors as a 
fair victim for punitive taxation; tax eaters have been 
honored above tax payers. It is a wonder that business 
has not passed out—not that it is swooning. It is a 
pretty tough old bird! Maybe its vigor is about to be 
rewarded. There is some prospect, reports from Wash- 
ington say, that the twelve wise men will be listened to 
deferentially. 


BIGNESS IS NOT MONOPOLY ... Signs multiply that 
the Administration is studying means of “cracking 
down” on “monopoly.” This is not a new issue in 
American politics. For decades it has been with us. Un- 
fortunately, it has remained fogged in confusion of 
mind. Critics rant vaguely about “monopolies” and 
“trusts” but refrain from furnishing a bill of particulars. 
Moreover, in the minds of all too many “Big Business” 
is apparently synonymous with “monopoly.” 

No one can defend a monopoly which extracts from 
the consumer more than a fair price for its product— 
but we know of no such monopoly and we are quite cer- 
tain that if any exists it represents a small fraction of 
American business. On the other hand, Big Business 
has become of dominant and vital economic importance 
because of its demonstrated efficiency in the production 
and distribution of goods and services. 

An intelligent test of actual monopoly cannot be had 
simply by comparing price and production records from 
industry to industry, as some at Washington would do. 
It is pointed out, for example, that from the peak of the 
last boom to the bottom of the depression prices were 
reduced only moderately in such products as steel, agri- 
cultural implements and cement, while production 
showed enormous declines; but prices were drastically 
reduced on such things as woolen goods, cotton goods 
and leather and that production—apparently for this 
reason—suffered less decline than in the case of steel, 
cement, etc. This reasoning overlooks the fact that de- 
mand for some goods is highly elastic and for others 
decidedly inelastic. Demand for most consumption 
goods is elastic and affected largely by price. Demand 
for consumers’ durable goods—notably automobiles—is 
less elastic, but sufficiently so to be affected by price. 
Demand for such goods as steel, cement, and copper is 
decidedly inelastic. Cutting the price of copper to 4 
cents in 1932 did not increase demand. For precisely 
the same reason, equivalent price cutting in steel would 
not have expanded the market. If depression price 
policy is the clue to monopoly, one would have to say 
that steel is monopolistic but the copper industry is not, 
although its ownership is more concentrated than that 
of steel. The same reasoning would make cement 
monopolistic, but not the motor industry, although three 
giants dominate it. The case does not add up. Let us 
have facts and not blanket indictment of Bigness. 

Monday, November 29, 1937 
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THE DANGER THAT 


IL, we needed any tangible evidence that it will take 
all our wits to keep from being involved in the unde- 
clared World War now being fought out on so many 
fronts, we have it in the new Fascist dictatorship in 
Brazil and in the active confiscation of American prop- 
erty by the radical Mexican government. 

With greatly extended coast lines to the East and 
West of us, and long and exposed borders to the North 
and South of us, we have to plan—and plan carefully— 
if we are to hold our place and protect our interests. 
The wealth and natural resources of the United States 
are the envy of the world. No greater prize has ever 
existed to tempt the greed and lust for power of a soldier 
of fortune. 

For more than one hundred years we have recognized 
the necessity of retaining the Western 
hemisphere as our particular sphere of in- 
fluence. The Monroe Doctrine was de- 
signed to shut out colonization and politi- 
cal interference of any Old World power. 
So sure have we been of our position that 
we closed our eyes and refused to upset 
ourselves over the infiltration of the 
Japanese into Mexico, which has been 
continuing at a great rate in the last two 
decades, and the economic and political 
penetration of Germany, Russia and Italy 
In recent years. 

The Pan American conferences inaugu- 
rated by our government and attended 
by the President, Secretary 
Hull and an entourage of 
government officials was a 
definite and impressive at- 
tempt to unite the nations 
of the Western hemisphere 
and thus prevent the Com- 
munist or Fascist dictator- 
ships from gaining a serious 
foothold in either North or 
South America. 

This spirit of friendship 
must, however, be backed 
up by tangibles. 

Not only do we need to 
strengthen our defenses but 
we must formulate a strong 
foreign policy so that no 
other nation will dare to of- 
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The three leaders of the alliance between Germany, Italy 
and Japan. Top: Prince Konoye of Japan, Premier Mussolini 
and Fuhrer Hitler 


BY CHARLES BENEDICT 


LIES SOUTH OF US 


fend us nor trespass on our preserves. There is today 
going on—and there will continue to be—many tests of 
our stamina, our fighting qualities, the caliber of our intel- 
ligence and understanding—and mainly of our wisdom. 

It will be foolish, futile and end disastrously for us if 
we follow the methods of England in handling the dicta- 
tors. Words and gestures are the tools of the weak and 
the fearful—soft as a result of good living, wealth and 
old age. 

Recognition of the dangerous situation South of us 
may be providential in pointing the direction in which 
our efforts should go—to force us to take the necessary 
steps to defend our own country—to avoid foreign al- 
liances and let the old world nations look to themselves. 

We cannot too soon take steps to protect ourselves. At 
the moment we have a great deal to fear 
from the effect on us of a temporizing 
British diplomacy. England is now about 
to make another serious blunder, and a 
poor and helpless France will have to take 
her chances with England because there is 
nothing else she can do. But we are not 
in that position, nor need we be. The 
apparent willingness of British leadership 
to permit Germany a free hand in Middle 
Europe in exchange for a promise of a 
six-year letup in the demand for the re- 
turn of her former colonies seems to me 
to be the height of folly. It can only suc- 
ceed in strengthening the German eco- 
nomic position and through 
her enhance the strength of 
both Italy and Japan—per- 
haps to a degree that their 
penetration of this hemi- 
sphere may become very 
dangerous for us and lead- 
ing to the undermining of 
our political and economic 
position unless we take 
strong steps to prevent any 
aggression in this part of the 
world. 

The time to check them is 
now before they establish 
themselves too firmly to the 
South of us and become a 
real menace to our peace 
and security. 
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BY A. T. 


en the stock market’s movement on the basis 
of technical indications becomes increasingly difficult 
and perhaps misleading. During the past fortnight, on 
the basis of closing prices, we have seen the Dow-Jones 
industrial average fall through the October closing low 
by approximately 10 points. With no excitement and 
very small volume, the market at its recent extreme 
low—as measured by this index—sagged to a level more 
than 3 points under the worst pro- 
duced by what was generally thought to 
be the climactic 7,000,000-share liquida- 
tion of October 19. By a much smaller 
margin, THe MaGaztne or WALL STREET 
index of 330 stocks also fell to a new low 
on the movement. 

Coming after more than three weeks 
during which the market had shown 
encouraging resistance within the 124- 
128 range in the Dow-Jones industrials 
and during which the closing average 
had made a triple bottom around the 
lower level of that range, extension of 
the decline has been disappointing. It 
was a new blow to speculative hopes. 
which had been increasing with each 
week that the market held above the former lows. 

Yet it is worth noting that this phase of reaction 
began on November 15 at virtually the hour that the 
President’s message to the special session of Congress 
was being read. As we see it, this suggests that the 
market has simply moved in accordance with its inter- 
pretation of external news events rather than in reflec- 
tion of any significant change in its technical position. 
It was not that the President’s message was a grave 
disappointment. Indeed, it was as conciliatory in its 
attitude as could logically have been expected by anyone 
aware of the political realities of the times. But evi- 
dently speculative and investment hopes had been 
higher than the event justified and had played a part in 
sustaining the market against the impact of decidedly 
drab business statistics. 

With the President’s message out of the way, second 
thought gradually brought the realization that under the 
best of circumstances Washington’s drive to “do some- 
thing” for business could not possibly be immediately 
effective—with the result that further contraction in 
production and trade, although anticipated for weeks 
and abundantly forecast, brought further discouraged 
liquidation. 

Nevertheless, the market’s performance has not been 
devoid of at least some technical indications that appear 
tentatively hopeful. For example, the Dow-Jones indus- 
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trial average broke more than 7 points on Novem- 
ber 19, but only 85 issues reached new lows for the 
year out of 937 issues traded. On November 22 this 
average fell more than 6 points, but only 75 issues made 
now lows out of 853 issues traded. On the 7,000,000- 
share clean-out of October 19 there were 928 new lows 
recorded out of a record total of 1,046 issues traded. 
This comparison obviously shows that the reaction has 
been mainly a matter of selective liqui- 
dation in a minority of stocks—pre- 
dominantly in the higher grade indus- 
trials—and that the “rank and file” of 
equities have continued to give a better 
performance than the leaders which so 
heavily weight the sensitive Dow-Jones 
industrial average. 

We have previously pointed out that 
the persistent failure of the general 
market to follow the leading industrials 
a in the July-August rally proved to be 
“es the most significant technical signal 

" given at that time. It may be equally 

\ Wein significant now, and certainly the man- 

MOOI oner in which the great majority of listed 

stocks, including utilities and rails, have 

held above the October lows, while prices of leading 
industrials faded away, is encouraging. 

Moreover, our own average, reflecting approximately 
90 per cent of the market’s activity, has often indicated 


a 


ey 
it 


broad changes of trend more accurately than less repre- ; 


sentative indexes, and the triple bottom formation shown 
by this over the past five weeks is much more hearten- 
ing than the technical picture provided by the Dow- 
Jones industrial average. Finally, even among the 
higher priced equities recently under pressure, there has 
been increasing selectivity of movement. Thus, while 
United States Steel fell to a new low for the year by a 
decisive margin, following further slump in the indus- 
try’s operating rate to a level around 31 per cent of 
capacity, Bethlehem Steel held stubbornly above its 
October low. 

On the whole, we believe there continues to be a basis 
for the assumption that in the October 18-19 liquidation 
a preponderant majority of stocks made their 1937 lows 
and that—recent reaction of a minority of industrial 
leaders to the contrary notwithstanding--this resistance 
of the “rank and file” represents a technical base for a 
worth-while intermediate rally some time in coming 
weeks. 

As this analysis is written, the market as a whole, 
including the issues but recently under pressure, is show- 
ing substantial rallying power. We could attach more 
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Only a small minority of stocks made new lows on reaction over 
the past fortnight, a technical performance justifying hope 
that a base for intermediate rally is substantially established. 
We favor purchases for short term holding on recessions. 


confident technical significance to this, however, if its 
timing had not preceded another Roosevelt message to 
Congress—this time, the announcement of the New 
Deal’s plans to attempt stimulation of privately-financed 
construction as a means of contributing to sadly needed 
volume for the durable goods industries. 

So far as speculative policy is concerned, it is our 
opinion that the odds faver selective purchases in all 
periods of recession, having in mind both the short- 
swing and intermediate-term prospect. As a safety-first 
measure, however, we would suspend trading judgment 
as to the importance of the current rally until the market 
reflects its second-thought appraisal of the President’s 
housing message. As a further speculative precaution. 
we would confine purchases to issues which for the past 
month or so have held above their October 19 lows and 
we would carry these with the mental reservation that 
they should be closed out promptly in the event they do 
violate previous lows. Such a trading policy will prove 
profitable in the event the next significant move is an 
intermediate rally—as we are inclined to believe it will 
be—and will limit the risk should matters work out 
otherwise. 

Unfortunately, we are unable to see a basis here for 
confident accumulation of longer-term investment hold- 


ings in common stocks. Neither in the technical pattern 
of the market nor in the politico-economic developments 
to date, is there factual evidence to support anything 
more than a sheer guess as to whether we have seen the 
end of the bear market and as to whether some time 
next year we will see the beginning of a privately- 
financed recovery of major scope or a turn at’ Wash- 
ington toward the Left again—and more inflation. So 
plausible a case can be made for eventual “recovery or 
inflation” that we would be extremely reluctant to dis- 
pose of investments holdings here, especially since the 
chances appear to be that more favorable prices can be 
had at least some time between now and February— 
but the joker in the “recovery or inflation” theory is the 
matter of timing, as we have seen in the 1937 deflation. 
Eventual inflation—even eventual more or less orthodox 
recovery—would not necessarily preclude further inter- 
vening business deflation after a January-February re- 
bound. 

The chances appear to be that the final week of 
November will have rounded out the sharpest phase of 
the business slump, and that December will see a slower 
rate of recession, paving the way for some improvement 
after the turn of the year, when inventories will have 
to be replenished to meet current needs. 
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Business and the Government 


Must Get Together 


Serious Depression Threatens— 


What Can Be Done About It? 


BY LAURENCE STERN 


its historical achievements, any economic 
system will be evaluated in terms of current results by 
a majority of those millions of individuals whose very 
subsistence is at stake. A majority was well satisfied 
with the capitalist system as it existed in the "Twenties 
under the friendly eye of the Government, for the vis- 
ible fruit was the greatest prosperity we had ever known. 
A majority believed in the “New Era”—believed that 
we had substantially mastered the economic cycle, at 
least as to control of its devastating extremes. 

That happy illusion was rudely shattered in the worst 
depression of modern times. A majority of people came 
to feel that the “rugged individualism” of private initia- 
tive had failed them. Instinctively they shifted their 
hopes to political management and its experimental 
modifications of the capitalist system, to a “New Deal” 
which promised a more abundant life for the common 
man, to the dramatic personality of Franklin D. Roose- 
velt. 

The New Deal produced a great recovery by spending 
billions of borrowed money. Once more a mass mind 
illusion was built up. The Government had more pow- 
ers than ever before, and almost innumerable devices 
for either economic control or stimulation. This time 
we were really on our way to the goal of stable and 
enduring prosperity —a prosperity sounder and more 
broadly distributed than ever before. A majority be- 
lieved that. The President certainly believed it himself. 
Forgotten was the reality that some time New Deal 
stimulation would end; that meanwhile there had been 
virtually no recovery in the employment of private capi- 
tal and credit; that the incentive of private initiative 
had been paralyzed by four years of arbitrary regula- 
tion, punitive taxation, threats, the endless uncertainty 
as to New Deal policies and actions, constant and bitter 
political baiting of “Business” and its “Reactionaries,” 
“Tories” and “Economic Royalists.” 

Well, for the second time in seven years, a “sound 
prosperity” illusion has blown up in our faces. The eco- 
nomic statistics as of the end of November will not 
show the business “recession” or “reaction” that Wash- 
ington is euphemistically talking about, but a depres- 
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sion—a depression which in most aspects represents the 
fastest collapse we have ever suffered. 

From present indications it is probable that by De- 
cember 31 the composite business indexes will have 
recorded a decline of something like 30 per cent in a 
period of less than five months. In the “Hoover depres- 
sion” it required more than two years of grinding defla- 
tion to bring equivalent decline. In the 1920-1921 de- 
pression business activity shrank 27 per cent in thirteen 
months. In the panics of 1907, 1893, 1881 and 1873 the 
total business declines ranged from 30 to 34 per cent. 

Stock market prices at recent lows had come down 
50 per cent from the level of last March. Over the same 
period spot commodities and futures are down some 
35 per cent. This also is depression—not “reaction” or 
“recession.” 

Gone is the hope that Government magic—without 
the confident activation of private initiative, private 
capital and private credit—can give us either stable or 
enduring prosperity. Crystal clear is the certainty that 
the Government, acting alone within the technical frame- 
work of the capitalist system, can give us only an infla- 
tionary “joy ride and bust.” 

Today, facing grave emergency, we grope our way into 
inevitable economic and political transition, knowing not 
whither it will lead us. Will it be toward the Right or 
Left? Toward free capitalism or more collectivism? Or 
will it be a series of compromises wholly satisfactory to 
none, possibly capable of producing another temporary 
lurch forward, postponing a fundamental decision as to 
the kind of economic and social order that a majerity 
of Americans desire? 

The man does not live who can give assured answer 
to these questions. Heretofore, the impact of depres- 
sions has always brought a transfer of political power. 
A conservative government, caught in depression, usu- 
ally gives way to a liberal government and vice versa. 
But the impact of depression upon public opinion is 
conditioned more by the duration of hard times than by 
the percentage decline in the business indexes. Millions 
of voters— probably a majority —have as yet been 
touched little, if at all, by economic adversity. We are 
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nowhere near a 

political rebellion 
comparable to that ‘\ 
of 1932. 

This fact naturally in- 
clines the Administration 
and Congress toward com- 
promise and temporizing, 
rather than prompt and drastic 
revision of existing policies and 
methods. They are not yet con- 
fronted with political crisis. They may 
be so confronted some time next spring, 
for we will then be only six months or so 
distant from an election in which it would be possible 
for Mr. Roosevelt to lose his majority in the House of 
Representatives. If by then the concessions made have 
not been enough to start a privately-financed recovery, 
the remaining interval before the election will leave very 
scant time in which to produce an orthodox revival; and 
there will be a very strong temptation for vigorous move- 
ment in the opposite—and inflationary—direction. 

Meanwhile the New Deal concessions and compro- 
mises begin to take partial shape. At worst, we are going 
to get a revision of the undistributed earnings tax which 
will reduce the penalty on profits retained to a maximum 
of 4 per cent, as compared with 17 per cent at present. 
For corporations with profits in excess of $25,000, the 
tax will range from 16 to 20 per cent, depending on per- 
centage of profits paid in dividends. It is a heavy bur- 
den—equal to the present one—but it does restore to 
management very substantial discretion as to utilization 
of earnings. It is possible, at the spur of the Senate, 
that revision will go still farther. 

We are going to get some revision of the capital gains 
tax, but none knows how much or how soon. We may 
or may not get a constructive truce in the New Deal- 
utility war as a result of the negotiations now in prog- 
tess. We will see the railroads granted a substantial 
freight rate increase, possibly during the first quarter of 








DECEMBER 4, 1937 


1938. We will see specific moves to encourage residential 
building. On the other hand, the prospect of a balanced 
Federal budget recedes further into a dim future and 
there is no promise of substantial revision of the S EC 
curbs which have contributed to the disorganizing thin- 
ness of the stock market. 

On the whole the remedies proposed will require some 
time to be put into effect, and they may be said to be 
mainly on what might be called the physical plane. 
They are mechanical remedies—a touching of this or 
that button by our political managers. They do not go 
to the heart of the impasse, which is a psychological gap 
between Government and business-finance. 

It might as well be frankly recognized that no reas- 
suring words that it is politically possible for Mr. Roose- 
velt to utter at this time will close that gap. It has been 
spread too wide over too long a period of time to permit 
quick closing. It could only be closed by conciliatory 
action, on the part of the Administration or Congress or 
both, consistently maintained. Business men, investors, 
capitalists—browbeaten for four years—would be more 
than human if they did not regard the present political 
assurances and concessions with cautious reservation 
both as to their underlying sincerity and enduring char- 
acter. It is futile to debate the right or the wrong. 
That’s the way it is. Moreover, after long disuse—if not 
abuse—the mechanism of private finance could scarcely 
be expected under any circumstances to spring into gal- 
vanic activity. 

Whether it be due to expedient politics or the innate 
Roosevelt character, the undeniable fact is that his pres- 
ent about-face—if it is that—does not carry full convic- 
tion. That is why the great majority of business men 
and investors hopefully contemplate his conciliatory 
moves and then immediately (Please turn to page 258) 
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Business aid is being considered by administration 
from every possible angle which will not mean obvious 
about-face on New Deal objectives. Better business is 
needed to pull New Deal out of a hole. Conservative 
advisers momentarily have the inside track. Left- 
wingers are on the side-lines, confident they will get 
another inning soon. Congress on the whole is disposed 
to be more pro-business than the White House. 


Recession blame is placed on business. Business is 
viewed as an entity with power deliberately to determine 
economic conditions. This time business is not being 
scolded for its misdeeds but is being put on probation, 
invited to show what it can do, virtually told to produce 
prosperity—or else. 


Continued slump would bring swing to left farther 
than before with government not priming the pump but 
working the handle; not lending to banks, railroads and 





WASHINGTON SEES— 
Business aid plans getting the right of way. 


New Dealers laying responsibility for pros- 
perity on business. 


Congress free from White House control. 
quite pro-business. 


Tax revision will benefit business but keep 
corporations paying heavily. 


Farm bill an unsatisfactory hodge-podge. 


Hopes for utility truce tinged with dark 
suspicions. 


Building costs to come down. 


Monopoly talk directed at business bigness. 














business, but taking a hand in their management—state 
capitalism supplanting private. Radicals, sceptical of 
recovery, are quietly discussing what could be done 
through nationalization of railroads and utilities. But it 
would take drastic depression and of greater duration 
than this one will probably be to scare Congress into 
sanctioning any such moves. 


Congress’ attitude is much farther away from original 
New Deal conceptions than that of administration offi- 
cials, except radical bloc now much in eclipse. But 
leadership is weak, party discipline poor, majority dis- 
organized—result of five years’ dependence on White 
House. Congress is not anti-Roosevelt but is trying to 
be independent. But if legislative situation looks hope- 
less in few months Roosevelt’s leadership will be wel- 
comed—and ready. 





Tax revision will be greater than desired by adminis- 
tration. Roosevelt wanted corporate earnings tax re- 
laxed only for very small units, retained on big cor- 
porations to restrain their growth. But Congressmen 
realize middle and larger corporations must have relief 
if employment and expansion are to be boosted. 


New revenue must be found to replace losses in cor- 
porate surtax. Suggestion of manufacturers’ sales tax 
or lower personal income brackets is politically out of 
order in election year; was advanced to show that only 
alternative is corporation income tax. But business pre- 
fers straight income tax to undistributed earnings levy 
because it imposes no interference in management 
policies. 


Wage-hour bill is doomed in present form, but some 
face-saving bill will be passed. Most likely compromise 
is declaration that sub-standard labor conditions consti- 
tutes unfair competition, accepting compliance with 
state child labor and wage-hour laws as fair, and having 
federal agency define “sub-standard” only where there 
are no state laws. This would minimize bureaucracy, 
recognize local conditions, prevent states with bigh 
standards from barring goods from other states but 
would work hardship on employers in certain sections. 
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Ordered to make study of high retail prices and find out if "monopoly" keeps them that way. The Federal Trade Commission 
I. to r. R. E. Freer; W. A. Ayers, chairman; Charles H. March; Garland S. Ferguson, Jr., and Edwin L. Davis. 


Farm bill, slapped together in such haste its sponsors 
had difficulty explaining, let alone justifying it, may be 
sent back to committee for reworking. At present neither 
House nor Senate draft is very constructive; a hodge- 
podge, using different theories and methods for each 
commodity. It can’t be called the administration bill, 
thought Department of Agriculture does not oppose 
much of it. Embodies attempt to give preference to 
small farmer, counting him in on benefits, out on 
penalties. 


Farm aid cost is indeterminable and financing method 
undecided. Veto if cost exceeds budget without pro- 
vision for new taxes is unlikely, despite Roosevelt’s hint. 
Drafters don’t know how much budget will provide for 
farmers. Often overlooked is fact that one-third of 
customs receipts can be diverted for farm program. 


Utility truce prospects look fair on the surface, but all 
parties are cagey, suspicious. 

Encouraging factors: modification of regional planning 
bill, Roosevelt’s conferences with power men, S E C’s 
declaration that death sentence is evolutionary not 
revolutionary, termination of P WA grants for munici- 
pal projects. 

Discouraging: these are only relaxations, possibly 
temporary; administration’s objectives and ultimate au- 
thority to carry them out have not been jettisoned. 


Valuation talk is puzzling. Prudent investment theory 
as against reproduction cost as basis of utility rates is an 
old controversy. Full adoption of former would be no 
panacea, might bring few rate reductions. Observers 
think either: Roosevelt is misinformed on valuation; or 
he is purposely confusing it with capital write-ups 
(which state regulatory commissions seldom let get into 
tate base) in order to save face in capitulating to utili- 
ties; or there is a deep-laid plot to tie utilities and rail- 
roads to original cost theory and then bring inflation 
which would ruin them and make it easier for renewed 
government competition or nationalization. 


Regional planning bill will be drastically curtailed. 
Roosevelt has been told Norris power bill can’t pass and 
has acquiesced provided principle of coordinated plan- 
ning of soil and water uses is retained. The “seven 
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T VA’s” will be deleted. Regional bodies will not be 
power authorities, will only make plans for recommenda- 
tion to Congress. Jurisdictions of states and existing 
federal departments will not be encroached on so much. 
Such a bill can pass; may be constructive; but is enter- 
ing wedge for expansion of federal authority, for future 
government power program. 


Building cost reduction is sought by some administra- 
tion advisers, but that’s dynamite. Labor opposes sug- 
gestion that hourly wages be cut on promise of better 
annual income (long a pet Roosevelt idea), asking, who 
can guarantee continued employment? Fearing effect on 
non-building wage rates, they point out that substantial] 
cut in wages would mean only small reduction in cost 
of a house. Supply men upset at government plan to 
seek reduction in prices of building materials, saying 
large-scale contractors can quietly get satisfactory dis- 
counts without upsetting general retail price structure. 
Nevertheless prices will no doubt be brought down. 


Gold sterilization policy is ending and all “inactive” 
gold may be desterilized, though possibly gradually. 
Will aid budget situation and be moderate credit infla- 
tionary force. Gold content of dollar will not be reduced 
by the 9 cents still possible—that would be interpreted 
as outright inflation and admission of government in- 
solvency. 


FTC price study directed by President is variously in- 
terpreted as undermining Tydings-Miller resale price 
maintenamrce act; as prelude to campaign to lower build- 
ing costs; as red herring to divert criticisms of increased 
living costs; as actual start on long-talked anti-trust law 
revision. In interests of speed and economy, F T C will 
not make extensive field research, will depend largely on 
data already at hand. 


Monopoly drive by Roosevelt grows from confused 
thinking, since there are few monopolies in the classic 
sense. What he opposes is (1) bigness in business, 
growth of big units regardless of efficiency, ability of big 
concerns to set the pace for the industry; (2) refusal of 
competitors to engage in cut-throat price competition 
even though under no illegal agreement to maintain 
prices. (Please turn to page 262) 
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As was the case in the 1929-1933 depression, the most 
significant thing about the present business reaction is 
the severe relapse in the production of durable goods. 
Demand for consumption goods, especially those of daily 
necessity, is subject to but moderate fluctuations, and 
these variations are largely influenced by. changes in 
national purchasing power and sentiment resulting from 
rising or falling activity in durable goods. 

It has been amply demonstrated that satisfactory 
volume in consumption goods is not the key to either 
depression or prosperity. Regardless of anything the 
Government might do in renewed spending or otherwise. 
no conceivable demand for goods of this type can check 
the present slump or provide a base for renewed recovery. 

Now the common characteristic of durable goods—a 
house, a new factory, machinery and producer equip- 
ment of all kinds, an automobile, household appliances. 
etc.—is the postponability of demand. Such goods are 
extremely sensitive to changes in the intangible factor 
of sentiment—to confidence or lack of confidence, to 
hope or doubt. This is because they involve relatively 
large individual expenditures and because the needs of 
potential buyers, however great, can be deferred almost 
indefinitely. Moreover, producer, or capital, goods— 
a vital branch of the broad classification of durable goods 
—are at all times financed to a preponderant degree by 
sredit or accumulated savings, rather than out of cur- 
rent income. A broad expansion in capital goods, with- 
out the now eliminated substitute of Federal “pump- 
priming,” requires a confident flow of savings into long 
term investment, via the route of corporate flotations of 
bonds or stocks, as well as the more active utilization of 
the billions of dollars of corporate-owned bank deposits 
now idle. A broad recovery in construction requires 
economic and psychological conditions under which peo- 
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Four Key Industries On 





Kaufman-Fabry Photo 


BY JOHN D., 


ple are willing to contract long-term mortgage debt. 

Fortunately, the difficult realities of our present threat- 
ening situation appear to be realized by the Administra- 
tion and Congress. The broad objective at Washington 
now is to shape legislative and administrative policy with 
the object of activating private capital and credit. It is 
no accident that the Administration is concentrating its 
hopes chiefly on the key fields of construction, the public 
utilities and the railroads. Add automobiles to these and 
you have four industries whose normal spending for ma- 
terials, labor and equipment would turn the present tide 
of deflation. Under prosperity conditions these indus- 
tries account, directly and indirectly, for the employment 
of some 12,000,000 workers and for annual total expendi- 
tures vastly exceeding the most lavish New Deal “pump- 
priming” that we have seen. In construction alone 
expenditures in a really good year would closely ap- 
proach the New Deal’s total annual budget of some 
$7,000,000,000. 

Because these four industries are such huge employers 
of labor and top the list of 
consumers of raw ma- 
terials: because they di- 
rectly or indirectly affect 
so many other industries; 
it is not too much to say 
that, in total economic 
importance, the outlook 
for them is virtually the 
outlook for the country— 
the outlook for depression 
or prosperity Let us con- 
sider, briefly. the poten- 
tialities in each and the 
essential requirements 
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Courtesy General Motors 


C. WELDON 


for converting such potentiality into accomplishment. 

At the highest level of recovery reached before the 
present downturn, total construction was at less than 
half the average figure of the years 1925-1929 and pri- 
vately-financed construction was scarcely a third of that 
in the last period of active building. During the first 
half of this year we would have had a per capita business 
activity probably equal to that of 1929 if construction 
had been in former peak volume, since economic activity 
created by growth of younger industries since 1929 was 
more than sufficient to offset deficiencies in railroad and 
utility expansion but not enough to offset these plus 
rious continuing depression in building. 

Total construction during the past five years, more 
than half of it publicly financed, has been more than 
$20,000,000,000 under the total of the five years 1925- 
1929. In terms of effective demand—although not social 
need—the country was over-built in 1929, but the build- 
ing surplus of 1929 has long since been wiped out by the 
combination of population growth, acute shrinkage in 
new building and demoli- 
tion of structures by fire 
or other causes. In fact, 
the low volume of build- 
ing in recent years has 
not kept pace with mini- 
mum current needs of 
growing population, so 
that the cumulative defi- 
ciency is still increasing. 

From 1925 through 
1929 we built an average 
of 750,000 residential 
units a year. The total 
this year is estimated at 
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Which Recovery Depends 
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only 185,000 units and the average annual figure of the 
past five years has been not much over 100,000 units, 
which is around 13 per cent of the 1925-1929 average 
and less than 11 per cent of the peak total of 900,000 
units built in 1925. 

To make up the accumulated deficiency, to provide for 
the annual needs of new families and to offset unavoid- 
able demolitions would require estimated building of 
900,000 residential units a year for the next five years— 
a bigger building boom than we ever before experienced. 
This is wholly apart from slum-clearance or other volun- 
tary demolition of sub-standard and obsolete housing. 
It is the potential need for new housing, without volun- 
tary demolition of any of the millions of antiquated struc- 
tures that make up the overwhelming bulk of our pres- 
ent housing inventory. 

The translation of any substantial part of the enormous 
potential demand into effective demand depends upon a 
variety of economic and psychological factors but, most 
of all, upon a rising national income and a favorable re- 
lationship between the general level of rents and the cost 
of building. The chances of meeting minimum potential 
needs of 900,000 residential units a year over the next 
five years—let alone of replacing any material portion 
of present sub-standard housing—are remote. Until the 
national purchasing power rises well above former highest 
levels or until technological progress in building sub- 
stantially expands the buying power of the building dol- 
lar, we can not even closely approach the per capita resi- 
dential building of the last boom. 

Construction has remained largely a handicraft indus- 
try. Unlike the mass production industries. its costs 
have not tended to go down but to increase. Building 
materials, although slightly reduced from the year’s high, 
stand at approximately 95 per cent of the 1926 level, 
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ACTIVITY OF FOUR GREAT INDUSTRIES 
COMPARED TO THE BOOM 


(1929 = 100) 


general deflation and declining em. 
ployment and payrolls will be to put 
a brake on rents if not to turn the 
trend downward. Declining income 
also is currently decreasing the ip. 
dividual’s ability and willingness to 
build or buy a home. 

In this situation it would be very 
easy to over-estimate what the Gov. 
ernment can do for building, evey 
over a considerable period of time. 
It can do nothing that will be fruit. 
ful over, say, the next three or fou 
months, beyond possible psycholog. 
ically beneficial effects. The Presi- 
dent’s housing message, made public 
as this article goes to press, suggests 
a variety of specific changes in the 
National Housing Act, aimed at 
making the terms of F MA insured 














while the composite price structure is but 84 per cent of 
the 1926 level. Average wages of building labor, al- 
though varying greatly from locality to locality, are 
higher than ever before. As compared with the great 
majority of other things competing for the consumer’s 
dollar, the price of building is far “out of line.” As far 
ahead as can be seen, it will remain so. The building 
unions have a strangle hold on the industry and are de- 
termined to maintain a high-rate-short-day policy, with 
concessions only under depression conditions. Even a 
moderate expansion of building over present levels would 
reveal a shortage of skilled labor, very few apprentices 
having gone into these crafts during the past seven years. 
Thus, high labor costs will remain a serious obstacle to a 
major building recovery. 

Nevertheless, the need is compelling and even though 
maximum potentialities are unlikely to be realized, it is 
quite possible—in fact probable—that we will ultimately 
see a level of building much above the present depressed 
volume. Given a resumption of the general economic 
recovery and a moderately more favorable ratio of rents 
to building costs than now exists, there is no apparent 
reason why over the next five years we could not attain 
an annual average of some 400,000 to 500,000 residential 
units. It would be inadequate to the need. It would be 
considerably less than in the last prosperous period, but 
it would be more than double the present volume and, 
thus, an important contribution to economic progress. 

On present indications we will be lucky if 1938 build- 
ing even slightly exceeds that of this year. Hope must 
rest primarily on a reversal of the present business de- 
flation, a stabilization of over-all building costs and some 
further rise in rents; and secondarily on the Govern- 
ment’s current efforts to devise helpful plans. Until the 
fourth quarter of last year, rents tended to increase faster 
than the cost of construction. It was “cheaper to build 
than rent.” That fact, plus rising national income, 
mainly accounted for such partial revival in building as 
we had. This year, unfortunately, a notably fast rise in 
building costs overtook rising rents and the building re- 
covery promptly languished. At the moment the ratio 
has again shown some improvement, but the effect of 


208 





mortgages thore attractive and at 
materially broadening the scope of 
FHA operations. It also proposes to revive the mod- 
ernization and repair sections of the law, which were 
allowed to lapse by statutory limitation some time ago. 
The President recognizes that these F H A changes con- 
stitute the whole of what the Government can do by 
legislation to stimulate construction, but through com- 
ing conferences with representatives of building labor. 
manufacturers of building materials and financial insti- 
tutions he will seek cooperative action directed at te- 
ducing building costs. 

The difficulties in the way of obtaining any substantial 
reduction in costs of construction are formidable, but 
either modest reductions or a stabilization of costs close 
to present levels would be effective provided the trend 
of rents continues upward. Only on large developments 
would it be feasible for builders to obtain wage conces- 
sions by guaranteeing thirty-five or forty weeks of work 
a year. 

Perhaps the most important financing change pro- 
posed by the President is that extending FH A mort 
gages up to 90 per cent of appraised values of homes 
costing $6,000 or less, against 80 per cent at present. 
This cuts the initial cash payment in half on such homes. 
Despite attractive monthly carrying charges, required 
down payment of $1,000 to $2,000 has undoubtedly 
blocked home purchases by large numbers of renters 
whose savings have been depleted in the depression 
Halving of the initial payment should prove a very 
strong lure. The longer soundness of 90 per cent mort- 
gages, with the Government assuming a substantial por- 
tion of the risk, is something else again, but in the pres 
ent atmosphere Congress no doubt will leave any wort 
on this score to the future. 

Under Mr. Roosevelt’s plan carrying charges would 
be further lowered by cutting the maximum cost 4 
interest, service charge and FHA insurance premium 
to 5% per cent, as against present maximum of 64 
per cent; and for small dwelling a further reduction t 
514 per cent is suggested up to July 1, 1939. 

Other proposed changes would increase to maximum 0! 
$200,000 insured mortgages financing apartment house: 
and groups of individual homes for sale or rent, as coll 
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pared with present maximum of $16,000; revision of the 
limited dividend company sections of the law to permit 
blanket mortgages on groups of homes, with release pro- 
yisions to permit refinancing when sold; simplification 
of present ambiguous restrictions on operations of lim- 
ited dividend companies, which have a $5,000,000 mort- 
gage limit; and modification of the law to permit na- 
tional mortgage associations to issue debentures up to 
#0 times their capital stock. 

Under these modified provisions a “model” national 
mortgage association will be set up promptly with $50,- 
000,000 of capital stock subscribed by the R FC, thus 
providing the basis on which $1,000,000,000 of private 








capital could be raised for housing finance through sale 
of debentures. 

While important, financing is only one aspect of our 
“housing problem.” Neither excessive financing costs 
nor scarcity of credit checked the building recovery. 
Easing of the terms of financing will not of itself give us 
any semblance of a building boom, but will help. The 
other major factors—rents in relation to over-all costs, 
which are made up chiefly of labor and materials—will 
continue to hold the key. 

The Government’s public utility policy in recent years 
has curtailed this industry’s capital expenditures by an 
amount far larger than all Federal expenditures for pub- 
lic power projects, including subsidies and loans for 
municipal power plants; and thus its net impact on our 
economy has been deflationary. 

As pointed out by the Committee of Electric Execu- 
tives, the industry in recent years has been forced to cur- 
tail expansion of facilities by some 
$2,600,000,000, which represents an 
accumulated deficit in work that 
should have been undertaken. 
They see in this, awaiting release, 
“a vast untapped reservoir of jobs 
outrivalling the programs of PW A 
and W P A” and in its release they 
se a “private recovery measure 
that will cost the taxpayers noth- 
ing and add billions to the taxable 
wealth of the nation.” This com- 
mittee estimates that the industry 
should spend $1,000,000,000 in 
1988 on expansion of facilities, but 
the funds can not be raised be- 
cause the New Deal utility policy 
‘has so frightened capital that it 
has proved impossible to finance 
most of the needed construction.” 
On the favorable side, there are 
two developments of possible sig- 
hificance. First, the President has 
tentatively held out an “olive 
branch” to the industry, suggest- 
ing that a peace in the New Deal- 
utility war may be negotiated if 
the utilities will accept the “pru- 
dent investment” principle in the 
valuation of their properties for 
tate-making purposes. Secondly, 
the SEC under its new chairman 
has shown an encouraging purpose 
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to proceed with moderation and care in enforcing the 
terms of the Holding Company Act. On the unfavor- 
able side, consumption of electricity has now declined to 
approximately the level of a year ago and is quite likely 
to decline farther over the near future. As a result, 
pending expansion projects—already low—may be cur- 
tailed, as it is reported that deferment of some con- 
struction is now under consideration. 

Over the near future Mr. Roosevelt is scheduled to 
confer individually with varous utility executives to 
explore the possibilities of cooperation. It is fair to say 
that there is greater doubt as to the scope of the con- 
cessions the President is willing to make than there is 
concerning the concessions the utilities will be willing to 
agree to. The Roosevelt “olive branch” was vague both 
as to the specific principle of valuation he favored and 
as to how far the New Deal would retreat from its pres- 
ent utility policy. 

It is likely that the issue will be clarified over the 
next few weeks and—assuming a sincere desire for 
conciliation on both sides—it is at least possible that the 
outcome of these conferences may mark a very signifi- 
cant turning point in what has been the most bitter con- 
flict between the Government and private capital. At 
the moment, however, it can only be considered a possi- 
bility, since we have no basis for forecast. 

Within the industry, it is believed that what the 
President has in mind is some kind of a modified inter- 
pretation of the “prudent investment” principle of 
property valuation for rate-making. The most fre- 
quently quoted advocates of the “prudent investment” 

theory are Supreme Court Justice 
Y Brandeis and the Massachusetts 
Department of Public Utilities. 
The views of both largely coincide 
in holding that the word “pru- 
dent” should have a definite mea- 
surement and exclude only dis- 
honest or obviously wasteful ex- 
penditures. They also take into 
consideration proper depreciation 
and make allowance for increase in 
land values and for earnings re- 
invested. 

Some utility men believe that 
the industry could quite comfort- 
ably stand to have _ properties 
valued on the principle as it has 
been applied by the Massachu- 
setts commission, and that even if 
it cost them something the price 
might be worth paying—if it 
brought an end to the New Deal 
attack. The industry has a plant 
investment of more than $13.000,- 
000,000, considerably more than 
half of which sum was invested in 
the 1923-1929 period when costs 
were higher than at present. In 
view of the fact that power con- 
sumption reached an all time high 
this year—even in an incomplete 
industrial recovery—and that fur- 

(Please turn to page 260) 
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The decline in industrial 
and commercial activity has been the fastest on record: 
indeed, it has taken place with such lightning-like rapid- 





Present Portfolio 


Current 
Quantity Security Price 
BONDS 
3M Alllis-Chalmers 4s, 1952... cae : 102 
2M Baltimore & Ohio 44s, 1960........ : es 37 
1M Childs & Co. 5s, 1943.. ee ee 58 
3M Consolidated Oil 314s, 1951. ees ate 95 
10M Denver Rio Grande Western 5s, 1955. ae 6 
1M Erie R. R. Ref. 5s, 1975.. eh ne 43 
2M Illinois Central 4s, 1955........ vies . 45 
ol Y Re 74\ 
1M Japan 61s, 1954............... Raat BS 75 J 
2M Lehigh Valley Coal 5s, 1964...... eee 34 
3M New York Edison 314s, 1965... .. ; 102 
3M Norway 4s, 1963................ ea eee 102 
1M Ottis Steel 4%s, 1962............ “ie 73 
2M Parmelee Transport 6;,1944............. ae 42 
2M Western Union 5s, 1960........... A 68 
PREFERRED STOCKS 
50 shs. American Water Works $6...... ; 84 
200 shs. Associated Gas & Electric............. : 10 
od | 56 
100 shs. United Corp. $3................ 5 34 
COMMON STOCKS 
65 shs. American Sugar Refining. .... . : : 30 
50 shs. Beech-Nut Packing.............. - 96 
69 shs. Bethlehem Steel................ : 48 
275 shs. Central States Electric........... aot %, 
316 shs. Cities Service................ e 2 
50 shs. Corn Products............... ; 55 
100 shs. Electric Auto Lite........... 20 
200 shs. Electric Power & Light........ 14 
50 shs. Endicott Johnson............. 35 
100 shs. Ford Motor, Ltd.......... : : 6 
75 shs. General Electric............ 40 
30 shs. General Foods. ........ 30 
50 shs. Goodyear Tire & Rubber 20 
100 shs. Houdaille Hershey “B"....... 11 
50 shs. Kennecott............. rete : 33 
100 shs. Miami Copper............... ry 8 
ee Rony etre ; 8 
250 shs. Standard Brands... .. . see : 9 
200 shs. Superior Oil............ var 3 
150 shs. Swift. . : ee ere 17 
40 shs. U. S. Smelting, Ref. & Min LA SP aoe ae 55 
50 shs. Westinghouse Air Brake... . eet anaes 25 


Recommendations 


Retain. 

Recommend disposal. 
Recommend disposal. 
Retain. 

Recommend disposal. 
Recommend disposal. 
Recommend disposal. 


Suggest switch to 4M Int. Tel. & Tel. 41s, 1952 


Recommend disposal. 
Retain. 
Retain. 
Recommend disposal. 
Recommend disposal. 
Recommend disposal. 


Retain. 

Recommend disposal. 
Recommend disposal. 
Recommend disposal. 


Recommend disposal. 

Retain for income. 

Buy 31 shares more to round out lot. 

Worth the gamble to hold, as proceeds hardly worth- 
while if sold. 

Recommend disposal. 

Recommend disposal. 


- Recommend disposal. 


Retain for public utility representation. 

Recoinmend disposal—shoe outlookfobscure. 

Recommend disposal. 

Buy 25 shares more to round out lot. 

Recommend disposal for more dynamic opportu- 
nities.. 

Recommend disposal. 

Recommend disposal. 

Retain. 

Recommend  disposal—already 
copper. 

Recommend disposal—silver price artificial. 

Recommend disposal—more dynamic opportunities 
elsewhere. 

Recommend disposal. 

Recommend disposal. 

Recommend disposal. 

Retain for participation in R. R. improvement. 


represented in 





taking place. So much has happened, however, whether 
realized or not, that it again becomes necessary to ap- § mon : 
praise all investment plans and portfolios. In the light Ff quite 


proba 


of the business recession which prom- § yhen 
ises to grow worse before it grows § sharpl 
better, should the emphasis now be § ys, ¢ 
on high grade bonds? Or, have com- § qyld 
mon stocks now become so cheap that § levels, 


they discount the worst of the future ff ye th 
and represent to the patient buyer an § for t} 
opportunity for real appreciation be § nonth 
fore another year is seen? Also, what ff he los, 


of the inflation which was discussed § eyent 


so loud and long only a short time § envisa, 
ago: is it definitely dead? will ai 

By-and-large, presidential denials fF of sto: 
to the contrary, Washington holds the § taking 
answer to these questions. As this is or fear 


written it may be said that Washing- 
ton sees that business is in trouble, 
but fails to grasp the full gravity of 
the situation. Hence, the remedial F Acco 


measures proposed so far are totally § portfoli 
inadequate. It is not enough to throw fattentic 
business a sop or two in the form of f owner | 
slightly revised capital gains and ut- both be 
distributed profits taxation. Nor will B the cali 


mere exhortation do. However, it 
looks as if this were about all the 
country were going to get for a while 
at least and, thus we seem headed fot 
the day when the Administration and 
Congress will waken up suddenly to 
face a true emergency. The longer 
this awakening is postponed the more 
desperate may be the remedies sought. 

Instead of curtailing extravagance, 
making a real attempt to balance the 
budget and truly back- tracking on Bably will 
business persecution, there is a featf The y 
founded on the past record that theBportfolio 
Administration is likely to go in fo'fconsume 
something inflationary. One may§panies a 
doubt that there will be further molftions, th 
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dary tinkerings, although the conservative investor, 
particularly the man who has saved his money and 
bought good bonds, will not forget easily that the Presi- 
dent still has the power to raise the price of gold and 
issue three billions in greenbacks. Doubt as to further 
monetary tinkerings does not preclude further de-ster- 
ilization of gold, further purchases of government securi- 
ties on the part of the Federal Reserve banks and other 
credit manipulations now the vogue under managed 
economy. 

To the investor, however, it makes no difference what 
inflationary moves are made, so long as they work—and 
by “work” we mean raise prices and bring about a spuri- 
ous business activity. In this event he will fare best in 
the common stocks of, companies whose business will 
be most stimulated and which are free to raise prices to 
the full. He will do less well, of course, in the stocks of 
companies which may actually suffer from a generally 
higher price level. 





But it is one thing to say that inflationary action is 
probable and that should this take place certain com- 
mon stocks will prove a better haven than others, and 
quite another to counsel the purchase of these stocks 
when the general trend of business activity is still 
sharply downward. To plunge now is obviously hazard- 
ous, despite the comparative ease with which a case 
could be built up for most securities at their present 
levels. This forces a compromise and the investor will 
ve that he has a goodly number of first class bonds. 
For these he may well be thankful over the next few 
months if business should continue to decline. Nor will 
he lose any material part of his dollar principal in the 
event of inflationary developments such as have been 
envisaged, for Federal Reserve buying of governments 
will aid all bonds. At the same time, by the purchase 
of stocks the investor will guard against Washington 
taking some sudden action which, whether through hope 
or fear, would inflame the markets. 


Typical Portfolio Revised 


Accompanying this discussion will be found a security 
portfolio which is typical of those being called to our 
attention at this time. It will be noticed that while the 
owner has commendably distributed his capital between 
both bonds and stocks many of the bonds are not of 
the caliber which should make up an investment back- 
log. Indeed, some of them are more inherently specu- 
tive than many of the common stocks on the same list. 
On the theory that in a bond the higher yield almost 
never justifies the necessary sacrifice of quality, it is 
suggested that the medium and second grade issues be 
weeded out and replaced with bonds of true investment 
quality. The disposal of certain preferred stocks is made 
lor the same reason. Lest the operation be too drastic, 
the retention of one preferred issue is recommended, 
vhile certain second grade foreign issues are switched to 
ther bonds of about the same quality but which prob- 
ably will do better in the long run. 

The main objection to the common stocks in this 
portfolio is the over-heavy concentration in the field of 
‘nsumers’ goods. Moreover, while some of the com- 
paies are unquestionably large and sound organiza- 
lions, they are being enfiladed by the “New Deal” sharp- 
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Revised Portfolio 


Current 
Quantity Security Price 
BONDS RETAINED 
3M_ Alllis-Chalmers 4s, 1952... .... ae 102 
Dre) MEN OE OR 9998 ooo ogo ac ccc ceecsGecciseascenee 95 
SEA WRGW Volks Cate B18, 19GS. 6 ooo cic doc ccc ce taencedsnsscen 102 
ee I oo bic ko -ore ec dce-s ne ecb dcs ee bares teurae eae Seenies 102 
BONDS ADDED 
SO PAMSNTIEER Vel. Teh Bile; 1980; o.oo ccc cc ec reeseatocsese 100 
5M_ Chicago, Burlington & Quincy, Ill. 314s, 1949. ...... 2.6.6 eee eee 104 
4M _ Int. Tel. & Tel. 41s, 1952 (switch)... 2.00... 53 
5M _ Pacific Gas & Electric 31/8, 1966..... 2.0.0.0 cc eee eee 39 
PREFERRED STOCKS RETAINED 
50 shs. American Water Works $6............00 000s 84 
COMMON STOCKS RETAINED 
ea Sa aaa puke oo acd siswcssadaeseents 96 
100 shs. Bethlehem Steel (69 shares plus 31)................0...00 2008s 48 


Ue Sees ee IO I yoo i.o bc ciecn niece cee ee ees cock sce ¥eleces VY, 
TT | eee 


100 shs. General Electric (75 shares plus 25)................000000 eee 40 
I irae eos Oat ebe sta keeasiatwetnd sancdapssaeagens 33 
50 shs. Westinghouse Air Brake. .............. 500 ccc eee eee 25 

COMMON STOCKS ADDED 

100 shs. Boeing Airplane................ en ee ee — ; 24 

IIE 52050 so. 0 0.4 6 Ue 5050 0. b.0.0 6S Meander eeoes oe w Em 27 

IIIS aos soe 6 6-6 8o. 055 6.5 5 60-Shic. os. cred pleetenduc ations ee emiwes 22 
RE NNN NN te 6655 Si (ay 5-00 we 50 Sisk dae CHER R CDA Oo S50 BHO CREKON SOS 4g 

EI ooo 55:55 .0. 05.0 bos gies bi0:0r0 96 6 4 Da de TES RMR RMU RE 28 

SN Ee err REAL: 23 
By Ps MI I oon io oss oc eine ec cease nes ec SUbmaanveees 65 





shooters. For example, in foodstuffs, private brand com- 
petition with nationally advertised brands has been 
stimulated and no one knows the ultimate effects of the 
Government’s present policies. In other cases, disposal 
is suggested, not because the company’s stock is over- 
priced or devoid of future possibilities, but simply be- 
cause in the present setting there appear to be better 
opportunities elsewhere. 

It will be noticed that the revised portfolio is much 

simpler than the original. It contains few securities of 
which it might be said: “This is neither one thing or 
the other.” The bonds are true bonds and, although 
their owner runs the risk of losing purchasing power in 
the event of a rise in the general price level, he need 
spend no time fearing for the safety of his dollar prin- 
cipal. ; 
The stocks, of course, as is the case with all such 
issues at the present time, cannot be bought without the 
risk of seeing them work lower. All, however, represent 
ownership in sound companies—companies which seem 
likely to be in the forefront when the downward trend 
of business is reversed, as it unquestionably will be and 
before very long. 

Whether or not an investor would, in his own case, 
carry out as drastic a revision as has been done here 
will depend upon his individual position, his needs and 
his temperament. In any event, it is hoped that the 
plan outlined will prove sufficiently adaptable to be of 
some benefit to the many who are doubtful as to a logi- 
cal course in the face of the developments of the past 
few months. 
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Commodity markets are currently as 
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happen when they are forced to buy? 


A Stalemate in 


Raw Materials 


BY C. S. BURTON 


As these lines are written, the halt in traffic continues 
and congestion increases. The raw materials of industry 
are not passing down the highways of commerce and 
significant trade in them has virtually reached a stand- 
still. Prices have slipped off in markets that are as thin 
in commodities as they are in stocks, to the lowest levels 
in three or four years. 

It seems as though this situation had come upon us 
almost over night but actually the forces which have 
brought it on have been at work for months. 
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Foresters and fire wardens constantly warn the public 
that fire can, on occasion, creep under moss and beds of 
pine needles for long distances and burn for a long time 
before bursting into open flame. It seems that some- 
thing like this happened during the current year. In 
February when commodities were at the high point. 
correction of what was deemed to be a too rapid upward 
trend was attempted by the Administration. 

Now the price system is responsive primarily to the 
law of supply and demand, but that law in turn is con- 
tinually subject to the composite hopes and fears of 
thousands of individuals. It is hypersensitive or it would 
be no price system. Thus when artificial correction was 
attempted, in place of allowing world markets to adjust 
themselves, the threatened lack of freedom of movement 
engendered a lack of confidence. It started the fire 
under the moss which perhaps we uneasily felt to be 
there but did not consciously recognize until it cul: 
minated in the open flame which cast a fearsome light 
over everything. 

As a result we have lately been looking askance at the 
very factors that we had been counting on to make this 
holiday season one to be remembered. Instead of think- 
ing of a record cotton crop and its price leverage as ou! 
surest means to recover our dominant position in cotton. 
we began to worry about the weight of 18 million bale: 
on the world market. We almost forgot about our ow! 
record mill consumption of 8 million bales, and a world 
record use of 30 million bales; a record use that just 
about equalled a record world crop. At bottom, how- 
ever, what disturbed us, and rightly enough, is the falling 
off in the world use of American cotton, due to ou 
domestic policies. Our cotton is the world’s finest, staple. 
body, uniformity, all are all they should be. No spinne! 
disputes that, yet, the world takings of American cotto) 
have gradually declined from 54.9% of the volume used 
abroad, which precentage we contributed as an average 
during the years from 1928-1932 to 42.4% in the 1936-3) 
crop year. We ask ourselves the disquieting question 
where lies the difficulty, if, when we have both quality 
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and quantity, we still lose ground? 
There can be no thought of any dimin- 4 


ished or dimishing use of textiles, when, 
along with a world record mill consump- ; go 
tion of cotton, rayon yarn output also 4 £ : 
climbs to a new all-time high figure. x ag 

We are not here interested in the statis- | Pe 2 
tical position of cotton or other commod- yuna ull 
ities, except insofar as bare reference Pre ‘a 


thereto may lend support to our thesis; [i m z 
ei 
is * Mites MS Nae a : ie 


that we have come to a dead halt, because 
we sensed the encouragement of certain 
factors tending to hamper the free play 
of the market: our confidence giving way 
as we tried to set up a clear distinction 
between salutary, helpful regulation and 
arbitrary control. 

It would be absurd to try to analyze, or, 
to marshal, the cause that made us plant 
both feet on the brakes when the road 
ahead looked unusually inviting, if we 
were to try to ignore happenings quite 
outside the market. 


+ wig SY 








Courtesy Norfolk-Portsmouth News Bureau. 
Transferring cotton at Norfolk Tidewater Terminals, Virginia. 


It might with some fairness be said that our spines 


from re tailer to the producer of the raw material. 








public § began to chill with the threat regarding commodity The salutary effect lies in the fact that “to live off of” 
eds of § prices to which we have already alluded. In early March, inventories is a temporary makeshift and operating ex- 
g time § the issue regarding the Courts was handed to the public actly like a short sale in the stock market, means that 
some- § over the air; the struggle of the strikes, by no means as_ at some later date there must be some buying under 
r. In § yet ended, all, to use an old New England phrase, put’ more or less compulsion, no matter how purchasers 
point, § us “in a frame of mind.” We began to feel uncertain as follow the universal instinct to postpone action so long 
pward § tothe future. As the feeling grew there were inevitable as any weakness shows, even if they go into a buyers’ 
reactions that made themselves felt but were not obvi- stampede, the moment it turns. We have all seen that 
to the @ ous, though they may be now quite out in the open again and again in copper, just to cite a familiar instance. 
is con- and of salutary effect. These matters are particularly the consideration of 
ars of The inventories that had been built up in expectation business whose capital investment in inventory is heavy 
would § of—say, for example, the increased buying to come from and the turnover slower, where unfilled orders are of 
ym was § @ bountiful harvest, these were not anywhere burden- vital importance. If the steel men were as farsighted as 
adjust § some, but it is undoubtedly true that as uneasiness re- we are confident they were, outgoing finished steel came 
ement § garding the immediate business future grew, goods mov- out of stocks on hand, so that the drastic decline in 
ie fire § ng off the shelves were not replaced. The raw material operation did not find them with a huge stock on hand. 
to be § stock of many a manufacture has been allowed to run off One of the factors that helped the steel men has been 
't cul: § ™ recent weeks. In anticipation of still lower prices the export, which has not fallen away so precipitously. 
e light f than those prevailing. replacement has been at a The race to re-arm still goes on abroad. England’s 
minimum with the effects transferred all the way plants are busy and our own mills are certainly now 
at the where they can go after any orders 
<e this | —— that are in the market. 
think- And eventually those orders must 
as ou! Price Range of Leading Raw Materials one.) Se ee ee 
-otton. that is in the making, if not already 
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Government Controlled Industry 


State and Federal War on Chain Stores 


May Legislate Them Out of Existence 


BY GEORGE L. MERTON 


, 7 everyone, and certainly every investor, is well 
aware of the degree of direct Governmental control ex- 
ercised in the affairs of the railroads and public utilities 
—two of our greatest service industries. Equally well 
known is the large measure to which Government regu- 
lation is responsible for the present plight of these in- 
dustries, which has placed them definitely on the 
defensive. It is not necessary to rehearse here the course 
of events shaped by arbitrary Government rulings, 
onerous regulatory legislation and the threat, both actual 
and potential, of government ownership and competition, 
which have dealt such a severe blow to the credit and 
earnings of many railroads and public utility companies. 
It suffices therefore to emphasize that regulatory statutes 
and bureaucratic rulings, however necessary some super- 
vision originally may have been to eliminate abuses and 
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safeguard public interest, have been imposed in such 
arbitrary fashion and their intent and scope so broadened 
as to bring about drastic operating and capital losses, 
Slight consideration has been shown for the bona fide in- 
terests of the investing public. Once looked upon, and 
rightly so, as proper fields for conservative investment, in 
late years there has been, also with equal justification, an 
increasing shying-away from railroad and public utility 
securities by the investor. 

Not so well known, however, is the extent to which 
Government regulation, both Federal and State, has 
encroached upon another prominent industry—chain 
store merchandising. The chain store industry is being 
brought more and more within the scope of Govern- 
ment control, the means employed to this end being 
chiefly taxation and trade regulatory legislation. As a 
consequence, not only has its primary function as ap 
efficient means of distribution been impaired, but also 
its status as a profitable industry has been jeopardized. 
This trend of events has been going on for some months. 
Their adverse effects upon chain store earnings seem 
likely to become increasingly apparent. 

Witness, for example, the case of the Great Atlantic 
& Pacific Tea Co., operating the largest chain of grocery 
stores in the country. Directors of the company recently 
declared a quarterly dividend of $1, after having paid 
quarterly dividends of $1.50 plus an extra of 25 cents, or 
$7 annually, throughout the period 1932-1936 inclusive. 
Following this piece of bad news, the company’s common 
stock sold at an all-time low, 5444. Even in 1932, the 
shares did not sell lower than 103%, and in that year the 
company earned more than $10 a share. This year the 
probabilities are that profits will not equal $7 a share. 
American Stores, another important chain, recently 
omitted dividends altogether. 

The experience of these chains is typical, rather than 
exceptional. Other leading chain store organizations 
have suffered a decline in sales and profit margins; earn- 
ings have dropped and dividends have been lowered. 
The accompanying graph comparing the market action 
of the shares of four representative chain store companies 
with that of the market as a whole vividly testifies to 
the resulting damage inflicted upon the values of chain 
store equities. From 1931 through 1934, the market 
performance of chain store stocks was better than the 


THE MAGAZINE OF WALL STREET 












































ma’ 
has 
dire 
of | 
reg 
I 
ficu 
me! 
ver 
stol 
dev 
trib 
its 
buy 
of 
con 
brat 
By 
cha 
unif 
stor 
min 
out 
ume 
that 
vant 
cust 
lowe 
W 
ent 
pret 
buy) 
ing ¢ 
how 
chan 
chai 
verti 
been 
that 
statu 
amo 
Or 
the i 
cant 
tacti 
wher 
unde 
living 
their 
WI 
succe 
store 
legis] 
annu. 
such 
chain 
heavi 
the ¢ 
lesser 
her o 
a AU 
legisl: 
sion ¢ 
that i 


DECE 


n such 
idened 
losses, 
fide in- 
n, and 
ent, in 
ion, an 
utility 


which 
e, has 
~chain 
being 
overn- 
being 
As a 
as ap 
it also 
‘dized. 
onths, 
seem 


lantie 
rocery 
cently 
+ paid 
its, or 
usive, 
nmon 
2, the 
ar the 
ir the 
share, 
‘ently 


than 
itions 
earn- 
vered. 
ction 
anies 
es to 
chain 
arket 
1 the 


REET 








market as a whole; since early 1935, it 
has been decidedly poorer, a condition 
directly traceable to the mounting tide 
of punitive taxation and discriminatory 


regulation. 
Paradoxically, the problems and dif- 
ficulties which confront chain store 


merchandising today, stem from the 
very factors which brought the chain 
store industry to its highest state of 
development. As a medium of retail dis- 
tribution, the chain store system draws 
its competitive strength from its mass 
buying power and the greater efficiency 
of centralized warehousing, inventory 
control and unitized management em- 
bracing hundreds of individual outlets. 
By the elimination of delivery service, 
charge accounts and the utilization of 
uniform fixtures and store supplies, chain 
store overhead is restricted to a practical 
minimum. The major emphasis through- 
out a chain store system is on high vol- 
ume and low prices. All of which means 
that the chain store, through these ad- 
vantages, is able to make a strong bid for 
custom by offering merchandise of equal quality but at a 
lower price than the independent grocer or merchant. 

With these advantages beyond his reach, the independ- 
ent retailer and his wholesaler have found the going 
pretty rough. In defense they have joined ranks to form 
buying groups, co-operative chains and mutual advertis- 
ing campaigns, with more or less success. More effective, 
however, have been the efforts of the independent mer- 
chants to discredit the chain stores by publicizing such 
chain store practices as loss-leaders, brokerage and ad- 
vertising allowances and multiple discounts. It has 
been due in no small part to the success of these efforts 
that twenty-two states now have legislation on their 
statute books taxing chain store systems in varying 
amounts. 

On the other hand, it is questionable whether or not 
the independent has succeded in recapturing any signifi- 
cant portion of his former patronage through these 
tactics. After all the great mass of shoppers will buy 
where they can get the most for their dollar, particularly 
under the present circumstances of a rising cost of 
living, and the chain stores by and large still undersell 
their independent competitors. 

What the independents and their supporters have 
succeeded in doing, however, is to penalize the chain 
stores through the medium of tax legislation. Such 
legislation for the most part provides for the levy of an 
annual graduated license or occupation tax, the rate of 
such tax increasing with the number of stores of the 
chain in the State. In short, the larger the chain, the 
heavier the tax. By adding to the tax burden borne by 
the chains, not only is their competitive advantage 
lessened, but chains have been compelled to close a num- 
ber of their smaller and less profitable units. In fact, in 
4 number of instances the passage of chain store tax 
legislation was accompanied by the frank public expres- 
sion of the hope (by the independents and legislators) 
that it would drive the chains out of the State. 
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Chain Stores depend mainly on volume sales at lower prices 


for successful operation. 

Thus far chain store tax legislation is most prevalent 
in the South and North Central States. As yet such 
populous States at New York, Illinois and California 
do not tax chains. California enacted a chain tax law 
in 1935 but it was rejected by a public referendum last 
year. However, according to the Retail Census of 1935, 
the twenty-two States where chain stores are taxed 
accounted for more than 44 per cent of all independent 
stores in the country and more than 38 per cent of the 
chain stores. Stated otherwise, nearly two-fifths of the 
chain store industry has been made subject to a potent 
and flexible weapon of control in twenty-two States. 

Although there is a similarity in the pattern of 
chain store tax legislation, the whole presents a confusing 
and complex tax structure, with a wide variation in 
rates. While in many States, the tax is levied in a 
manner comparable to the income tax, in others the 
methods which have been devised are literally diabolical 
in their ingeniousness. Typical of the less onerous type 
of chain store tax is that in Indiana. There one store 
in a chain is taxed $3; the next four stores $10 each; and 
the next five stores $20 each. Thus a chain having ten 
stores would pay a tax of $143. In Florida, on the other 
hand, one store would pay a tax of $10, but ten stores 
would pay $2,000. Fifteen stores would pay $4,500 and 
sixteen, $6,400. From then on each store adds $400 to 
the total tax. A somewhat similar plan is followed in 
Idaho. In both of these States, the tax is based on the 
chain, not on the store. In Louisiana, the tax is based 
on the number of stores in the entzre chain, rather than 
the number of stores operated by the chain in Louisiana. 

The legality of the chain store tax has been pretty 
definitely established by high court decisions, and while 
some of the methods for levying the tax have been 
found illegal, legislators may find in the court decisions 
rendered a well defined pattern, as well as the limitations, 
for this type of taxation. In declaring the Louisiana tax 
legal earlier this vear, the (Please turn to page 256) 
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Prospects Appraised 


A. T. & T.'s Revenues Are Up 


But So Are Costs and Taxes 


BY FRANCIS C. FULLERTON 


: ae twenty-nine shares apiece, some six 
hundred and fifty thousand individuals and in- 
stitutions own the stock of the American Tele- 
phone & Telegraph Co. Many thousands more 
own the company’s bonds. The Bell System, for 
which A. T. & T. is the holding company, em- 
ploys three hundred thousand men and women, 
making it one of the largest if not the largest 
single employer in the country. To listen to 
some of our politicians one would think that the 
strength of this huge enterprise could be sapped 
with impunity when the fact of the matter is 
that there would be less damage done the na- 
tional economy were one or more of our less 
important states to go bankrupt than if the 
American Telephone & Telegraph Co. were unable to 
meet its obligations. 

Not that anything as disastrous as the Telephone 
Co. being unable to meet its obligations is at all likely. 
But when we come to a periodic appraisal of this great 
enterprise we must realize first the national significance 
of the company’s prosperity. Then we appreciate the 
importance of the query: “How is the American Tele- 
phone & Telegraph Co. doing today?” 

The answer is mixed. In some 3.days it is doing better: 
in others, unfortunately, it must be reported that ground 
is being lost. 

On the credit side there is the fact that the number of 
telephones in use has just passed the all-time high of ap- 
proximately 15,200,000 instruments which was previously 
reached in 1$30. Since the low of the depression in 
August, 1933, the Bell System has added more than 
2,500,000 phones to its lines. Moreover, the daily num- 
ber of telephone conversations has registered a greater 
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Telephone’s Dividend 
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New York-Chicago Cable, East of Bedford, Pa. 


proportionate gain than the number of instruments in 
use. All this, of course, is fundamentally most con- 
structive. 

On the other hand, while there are more telephones 
than ever, being used more than ever, the story told by 
total operating revenues is not quite such a happy one. 
Moreover, the situation is made worse rather than better 
when consideration is given to the fact that there has 
been an increase in revenues other than those derived 
from the telephone. The teletype service, for example, 
has grown, and is still growing, with remarkable rapidity. 
Telephone communication with countries over-seas and 
from ship-to-shore is registering gains likewise. Yet. 
for the peak year, 1930, total operating revenues of the 
Bell System were no less than $1,104,000,000, whereas 
for the twelve months to September 30, last, they 
totalled some $1,042,000,000—clear intimation that for 
the full year 1937 they will be well below the best 
level. 
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In the interest of accuracy it is to be noted that the 
above figures are not directly comparable owing to a 
change in the basis of compiling Bell System statistics 
and financial statements. Actually, the difference is not 
as bad as it appears by, say, $20,000,000. But even 
making this allowance, however, it is bad enough. 

And the reason why more service is being rewarded 
with less money is, of course, mainly because of rate 
reductions. There have been so many of these reduc- 
tions among the various units of the system as to be 
almost countless. In the annual report for last year the 
company states: “Reductions in telephone rates, includ- 
ing a reduction effective January, 1937, amounted to 
$36,000,000 on an annual basis.” In the report for 1935 
appeared the statement: “Total reductions in Bell 
System telephone rates made effective during 1935 
amounted, on an annual basis, to about $4,700,000.” 
Or again in the 1934 report: “There were reductions in 
telephone rates amounting on an annual basis to about 
$3,800,000.” 

If the Telephone Co. had been enabled to cut its 
rates in this way because of an increased efficiency, there 
would be nothing about which to complain. As a mat- 
ter of fact such a showing would have been cause for 
gratification, as the increased volume of business which 
would have resulted from the lower rates would have 
spelt higher earnings. In this particular case, however, 
neither a marked increase in technical operating effi- 
ciency nor a larger volume of business have been able to 
more than partly offset the adverse effects of the rate 
reductions. 

Many of the items which go to make up the cost of 
providing telephone service are outside the control of the 
American Telephone & Telegraph Co. It can improve 
its equipment, the manual dexterity of its personnel, its 
system of billing and bookkeeping, the rapidity with 
which any given repair or installation is made, but all 
this may go for naught, if at the same time there should 
be a large advance in the cost of materials and wages. 
Because of the business recession which has so suddenly 
overtaken us, materials undoubtedly are lower than they 
were a few months ago; for the same reason the upward 
pressure on wage rates is less than it was. This, how- 
ever, does not alter the fact that the Telephone Co. 
has been operating for the best part of this year under 
the handicap of higher costs outside its own control. 
Nor would a further decline in the price of commodities 
be advantageous, for in this case it would mean an 
intensification of the recession, perhaps real depression, 
and declining gross revenues which would more than 
offset the benefits of lower material prices. 

As yet, nothing has been said of taxes, a matter of 
deep concern to all who would like to see the Telephone 
Co. prosperous. For the year 1930, the federal, state 
and local taxes applicable to the operations of the Bell 
System totaled some $86,000,000; for this year they will 
be roughly $130,000,000. As has been said, figures for 
1930 are not strictly comparable with those for this 
year, but they do provide some idea of the enormous 
increase in the tax levies which have been imposed upon 
the American Telephone & Telegraph Co. within a com- 
paratively short period of time. This year’s tax bill will 
be equivalent to just about $7 a share on the company’s 
outstanding common stock. 
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And the end is not yet. In 1936 the Bell System paid 
Social Security taxes of $3,700,000, not including the 
$460,000 which was charged to construction. This was 
under the provision of the law which imposes a tax of 
1 per cent of total payrolls for unemployment insurance. 
This year the tax will be 2 per cent of total payrolls and 
next year 3 per cent. Translated into money, this will 
mean a charge against the earnings of 1937 of nearly 
$8,000,000 and a charge against the earnings of 1938 of 
about $11,500,000. 

Then there is the tax for old-age pensions. This is 
limited to the first $3,000 of annual wages and is im- 
posed on both employer and employee. For the years 
1937 to 1939 the rate is 1 per cent. Because of the limita- 
tions imposed, it is only possible to make a very rough 
guess of what this will mean to the Telephone Co. 
Considering, however, the large number of operators and 
others who make less than $3,000 a year on whose wages 
the full 1 per cent will be payable, it would seem that the 
tax could hardly be less than $3,000,000. These levies 
continue for ever and anon, or until the law is repealed. 

While the Social Security taxes are the most discon- 
certing of all the tax items, they are by no means the 
sole threat. Taxes generally are trending upwards. It 
is true that there is currently much talk around Wash- 
ington of repealing or modifying some of the more 
objectionable revenue laws which have been passed 
within the past year or two, but if there is any sincerity 
at all in what has been said about balancing the budget 
it is going to mean a net increase in other taxes, including 
the taxes levied on corporations. In passing, it might 








WHERE BELL SYSTEM'S INCOME GOES 


$364,691824 
SURPLUS 


Wy 


Y 


$.360,i1546i' 












































SURPLUS Ad adadnd drag 
MG CHSES ALE “tM 
1 DIVIDENDS A 
PAID OUT OFA 
p. SURPLUS 4 Yi, 
Lith ttpts le 
MELAILGE | Z 
V/ $ 267,817,243 DIVIDENDS 
Yy Uy "Uf AT. & T. 
Mii Y yy) 
Yj Vf Yy 
/ffyy4)4) MMi sty 
DIVIDENDS Wy —Y 
A.T. & T. Z DIVIDENDS YY 
YU YY AT. & T. Uj 
Hy yf Yy 
Y, N, 
Y GY UY Uy) 
Yj N MINORITIES 
S MINORITIES amoneree 
3 INTEREST 
INTEREST INTEREST 
1929 1933 1936 
































NUMBER OF TELEPHONES CONNECTED 
SYSTEM) 











15 


© 
°o 






NUMBER OF 
TELEPHONES 


NI 
wo 
TELEPHONES PER SHARE 


MILLIONS OF TELEPHONES 
3B 





7) 
s 
° 






TELEPHONES 
PER SHARE 






60 






‘36 ‘37 














be noted that the tax on undistributed profits means 
nothing of a material nature to the Telephone Co. and 
therefore its repeal or modification is equally unim- 
portant. 

From the tax standpoint the outlook would be dark 
indeed except for one glimmer of light which appeared 
only the other day. The Rochester Telephone Co., 
partly owned, albeit not controlled, by the American 
Telephone & Telegraph Co., had sought an increase in 
rates, pointing out that its federal, county and city 
taxes will be almost twice as great and the state taxes 
four times as great in 1938 as they were in 1928. The 
New York State Public Service Commission, showing 
full realization of the meaning of the increased tax bur- 
den, permitted higher rates to be effective almost im- 
mediately. In itself, the amount involved was small. 
but the principle is a most important one. It is not to 
ibe forgotten, however, that in the event A. T. & T. and 
its subsidiaries are granted general rate increases, the 
‘System’s expansion will be hampered at least to some 
extent by the higher prices which the users of the service 
would be called upon to pay. 

The foregoing is in the nature of a background against 
‘which the American Telephone & Telegraph Co.’s cur- 
rent earnings can now be seen in correct perspective. 
For the twelve months to August 31, 1937, the net in- 
come applicable to the stock of the American Telephone 
& Telegraph Co. was $195,504,204 after all charges and 
taxes. This was equivalent to $10.46 a share on the aver- 
cage number (18,685,997) of shares of capital stock out- 
standing. In the corresponding previous period the 
revised net income was equivalent to $8.86 a share 
on the average number of shares outstanding for that 
period. 

Because the holders of the common stock of the 
American Telephone & Telegraph Co. primarily esteem 
their investment for the $9 a share which has been paid 
-annually since 1922, it might be well to inquire into the 
margin of safety which is represented by the latest earn- 
ings of $10.46 a share. First, it should be realized that 
the American Telephone & Telegraph Co. is both a hold- 
ing company and an operating company and that the 
interest and dividends that it receives from its invest- 
ments in subsidiaries are a great deal more important 
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than the revenues derived from its own operations. Now 
undoubtedly there are certain subsidiaries which would 
be ill-advised to pay their entire earnings to the parent 
company and, for this reason, the earnings of $10.46 a 
share represent the maximum amount available for 
A. T. & T.’s dividends. As a matter of fact, the parent 
company alone reporting for the twelve months to Sep- 
tember 30, last, showed earnings equivalent to $10.29 a 
share, but even this might be slightly on the high side 
of a conservative figure which is truly available for 
dividends. 

Let us be quite arbitrary and say that the Telephone 
Co. is currently paying $9 in dividends out of $10 truly 
available. At the moment one may conclude that such 
a margin is satisfactory. But next year we know that 
the additional Social Security taxes alone—other things 
being equal—are going to cut this margin by 80 or 
90 cents. At such a point it must be admitted that the 
factor of safety begins to look rather slim. 

While the Telephone Co. is still exceedingly strong 
financially, it is not as strong as it was. Payment, in the 
face of failure to earn, the $9 dividend in the years 1932, 
1933, 1934 and 1935 sapped the company’s strength to 
an extent which has not been made good during the 
years 1936 and 1937 when the dividend was more than 
earned. Between the end of 1931 and the end of 1936, the 
consolidated surplus of the Bell System declined nearly 
$200,000,000. Cash items, out of which it would be pos- 
sible to pay unearned dividends, are not down as badly as 
this, but the System does not possess the cash resources 
it possessed six years ago. That those in charge of the 
Telephone Co. would not be adverse to more cash was 
brought out at the annual meeting held last April. At 
that time, Walter S. Gifford, the company’s president, 
said that although there was no pressing need for money, 
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market conditions sometimes made 
it wise to raise funds before the ac- 
tual need developed and that if the 
business continued to grow it would 
only be a matter of time until the 
stockholders would be given the op- 
portunity of investing additional 
funds in the company. 

One appears justified in conclud- 
ing from the foregoing that the 
American Telephone & Telegraph 
Co. probably will not maintain for 
very long its present $9 dividend 
rate if it should not be earned. In 
other words, stockholders cannot 
count on receiving their accustomed 
income almost regardless of the 
profits of the business to the same ex- 
tent as in the last depression. 

Knowing that Social Security tax- 
ation and lower rates among other 
things are going to make for smaller 
earnings next year on the basis of 
the business as it is today, it is ap- 
parent that the matter of Telephone’s $9-dividend is 
at the critical stage. In all likelihood maintenance or 
reduction hinges upon whether the current recession in 
business generally plays itself out quickly or goes from 
bad to worse. If the former, it would mean that the 
upward trend in connections would be reversed and any 
material reduction in the number of instruments in use 
probably would be a fatal blow to the dividend. 

On the other hand, this does not necessarily have to 
happen. There is still time for Washington to realize 
the seriousness of the situation and for something to 
be done about it. While all business is being persecuted 
politically the Telephone Co., of course, has been singled 
out for special treatment, so that, in the event that our 





Bell System Consolidated Balance Sheet 
December 31, 1936 


ASSETS 
Total plant and other investments...................... $4,578,787,426 
Cash and marketable securities............. 2.2... .20 eee e eee 219,548,484 
Current receivables......... Sele sree hehe cod Sas tae waits 98,026,482 
SONULEA MODE GUNNUIOS «56.5 nice tewiee ees ceeeeces ce 50,297,409 
Deferred debits 23,363,556 
Total assets $4,970,023,357 
LIABILITIES 
Capital stock, A. T. & T. $100 par. $1,868,509,300 
Other capital liabilities. . 453,971,458 
Funded debt 
Aotse T:... 443,093,700 
Subsidiaries........ 418,945,900 
Notes sold to trustee of pensions 129,787,816 
Current and accrued liabilities ep 191,764,594 
Depreciation reserve and deferred credits........... 1,130,102,148 
Minorities’ surplus. . 3,807,646 
Consolidated surplus 
Reserved..... 83,952,571 
Unappropriated 246,088,224 
Total liabilities $4,970,023,357 
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legislators should take a more enlightened attitude, 
A. T. & T. might be benefited to a greater extent than 


the majority of companies. Then, too, the restoration 
of confidence would work wonders with the security 
markets and again make it possible to raise new money 
and carry out refunding operations. Although the Bell 
System has taken advantage in the recent past of oppor- 
tunities to effect savings by refunding, it could do more 
along these lines were there again an investment demand 
commensurate with the apparent ease of money. Nor is 
it inconceivable that the company be permitted higher 
rates, although we will hazard a guess that it will not 
he higher rates that save the dividend despite the favor- 
able implication of the recent Rochester rate case. 

In November, 1934, the present writer in answer to 
the question: “How safe is A. T. & T.’s dividend” said 
“It is fair to conclude that A. T. & T.’s $9-dividend is a 
great deal safer over the near-term than is generally sup- 
posed. This is taking the position that the probable 
political damage will be neatly offset by the business 
improvement that is currently under way. On the 
other hand, the probable political damage over a term of 
years, coupled with the possibility of the company being 
caught like a rat between rising costs of labor and 
materials and fixed or falling rates raises doubts of the 
company’s ability to maintain permanently even a %6 
payment.” 

Matters have worked out in just this way. Political 
persecution of the Telephone Co. has proceeded with in- 
tensified vigor; millions have been spent in the prepara- 
tion of defenses against charges, often nebulous; rates 
have been forced lower and sources of revenue such as 
that derived from the hand-set eliminated. But despite all 
this, a combination of increased efficiency and business 
improvement swung the company’s earnings upward to 
the point where the dividend was again assured. At the 
present time, however, the persecution of the Telephone 
Co. is still with us and just as the organization is begin- 
ning to feel the full effects of special adverse factors, 
among them Social Security (Please turn to page 254) 
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Motor Truck Transportation 


Comes of Age 


-... and Its Economic Problems Multiply 


BY RALPH L. 


Woes the papers recently reported that the railroads 
and common carrier trucks had put their heads together 
and agreed to ask the Interstate Commerce Commis- 
sion’s permission to increase rates 15 per cent, one almost 
expected to read on the next page that Herr Hitler was 
tossing kisses at Comrade Stalin. 

However, this joint action does not presage a beautiful 
romance between railroads and trucks so much as it sug- 
gests that both modes of transportation are in dire need 
of more revenue. More significantly, it indicates that in 
maturing the trucking industry is experiencing problems 
that are the penalty of growth. Nevertheless, it is mildly 
amusing, as well as instructive, to find trucks joining 
with the railroads in asking for a raise in pay. Mind you, 
these are the same trucks that for long have been accused 
of putting the railroads behind the eight ball. 

This new phase in the truck’s development affords a 
particularly apt opportunity to survey the industry that 
in little more than a decade has grown from a local de- 
livery service to a major element of our national trans- 
portation system. In 1921 slightly more than one million 
trucks were in operation. Today 4,000,000 larger, faster 
and more fully utilized trucks spin along our highways. 
Incidentally, since 1921 motor trucks have enjoyed a rate 
of increase twice as great as that for passenger cars. 

Obviously, this impressive growth cannot be attrib- 
uted merely to better roads, technological advances. 
cheaper gasoline and a growing motor-mindedness. Im- 
portant as these considerations may be, the motor truck 
has a substantial economic foundation. The truck is foot- 
loose; it can go wherever there is a road. Forty-eight 
thousand communities in the United States not located 
on railroads, with a total population of eight millions, 
depend upon trucks for necessities and conveniences. It 
has truly been said that, “The motor truck has put every 
shipper on a main line.”’ It has closed the gap between 
rural sections and urban centers. Farmers use about 25 
per cent of all trucks in operation. Trucks haul more 
live-stock than the railroads. Florida citrus fruits move 
northward in refrigerated trucks. Twenty-one leading 
cities receive nearly all their milk by truck. New York 
would starve in a week if trucks ceased operating. This 
is not to minimize the importance of railroads. It is sim- 
ply to emphasize the truck’s comparatively new economic 
position. 





WoOOoDs 


Not least of the truck’s advantages is its marked flexi- 
bility under varying traffic conditions. It can go from 
shipper’s to consignee’s door in one quick jump. This 
reduces packing and handling costs and saves time. Be- 
cause a truckload is smaller than a carload the truck has 
a special value to modern business, with its hand-to- 
mouth buying. The Eastern reports revealed that trucks 
are often much faster than railroads. It is almost labor- 
ing the point to mention that trucks are frequently 
cheaper than other forms of transportation. These are 
the principal reasons why, in the past ten years, the 
number of ton miles via truck have more than doubled, 
with the curve still pointed upward. 

Just the mention of these few facts provokes the rail- 
road partisans into storms of protests that the truck has 
a right-of-way built and maintained at public expense; 
in part by railroad taxes. This is undoubtedly a very real 
advantage, even though trucks pay about 28 per cent 
of the special motor vehicle taxes while comprising but 
15 per cent of all motor vehicles. Admittedly, railroad 
maintenance-of-way costs are considerably greater than 
the taxes trucks pay. However, no one has yet come along 
with a satisfactory method of equalizing the situation. 


Rates and Regulations 


As trucks grew in number and usefulness the railroads 
became increasingly vociferous in demanding they be 
regulated. Two years ago trucks operating in interstate 
commerce were placed under the jurisdiction of the 
Interstate Commerce Commission, “to develop and pre- 
serve a highway transportation system properly adapted 
to the needs of commerce,” to promote adequate, eco- 
nomical and efficient service, and to eliminate unfair or 
destructive competitive practices. It is worthwhile to 
observe how the industry has behaved under this new 
dispensation. 

Where before there had been only chaos, double-deal- 
ing and chicanery, today we find truckers acting witb 
increasing unity and cooperation. They have made im- 
portant advances in the establishment of joint rates and 
services. The tendency of truck rates is upward, apart 
from the current request for a 15 per cent horizontal 
increase. It is noteworthy that recently trucks place 
less emphasis upon volume and more upon the cost of 
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service. Incidentally, the I C C has not hesitated to 
reject truck rates that are less than the cost of service 
plus a reasonable profit. It is not surprising, therefore, 
that truck rates are now more compensatory than in 
the past. 

Commendable as is this progress in trucking rates, the 
Commission is not satisfied that the industry has suffi- 
cient rate stability. Consequently it is instituting a gen- 
eral investigation to determine the lawfulness of trucking 
rates in the Middle Atlantic States. This is believed to 
be a forerunner of similar investigations in other parts of 
the nation. No doubt a minority of rate-chiseling truck- 
ers will be squelched. This will benefit both truckers and 
railroads. 

The benefits of I C C regulation to trucks and rail- 
roads are obvious when one finds the Commission does 
not hesitate to deny permission to operate over certain 
routes that are already well served, and when the appli- 
cant fails to show there is a genuine public need for 
another trucking service. Moreover, it is not unusual 
for the Commission to slap substantial fines on truckers 
who indulge in rebating and other unsavory practices. 
It is clear the Commission is endeavoring to regulate 
competition between truckers rather than to regulate the 
truckers themselves. Now that the groundwork of regu- 
lation has been laid, it is expected this work will be 
greatly accelerated. 

A penetrating insight into “for-hire” trucking is pro- 
vided by the Census of Business for 1935: 61,216 motor 
trucking-for-hire concerns grossed $530,860,000 in 1935. 
The railroads may well take note that these for-hire 
truckers were divided as follows: 

74.6 per cent engaged in local operations. 
16.7 per cent engaged in intrastate operations. 
8.7 per cent engaged in interstate operations. 

In terms of revenue the division was somewhat dif- 
ferent: 

Local operations accounted for 
38.4 per cent of total revenue 
for all. 

Intrastate operations account- 
ed for 24.7 per cent of total rev- 
enue for all. 

Interstate operations account- 
ed for 36.9 per cent of total rev- 
enue for all. 

It is especially interesting to 
find that 96 concerns, with an- 
nual revenue of $500,000 or 
more, representing less than 
two-tenths of 1 per cent of all 
reporting, accounted for 16 per 
cent of the total revenue. One- 
third of all concerns received 
less than $1,000 revenue. Only 
5.7 per cent were corporations. 
Is this the monster that has had 
the railroads in such a lather 
these many years? 

The truth is that the railroads 
are not just mad at “for-hire” 
truckers; they are ag’in all 
trucks carrying freight that for- 
merly moved via rail. Since the 
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Census of Business demonstrates that the for-hire truck- 
ers are somewhat less than a destructive force, the owner- 
operated trucks must be their co-conspirators. 

There are estimated to be more than 3,000,000 trucks 
engaged in “private” transportation, out of a total of 
4,000,000 trucks in operation. Of course, many of these 
owner-operated vehicles are engaged in local service. 
Nevertheless, a growing percentage are engaged in haul- 
ing from community to community; traffic that formerly 
moved via railroad. This is a tantalizing problem for the 
railroads, since about all they can do is reduce their rates 
so low that it will become unprofitable for shippers to 
operate their own trucks. In that case it often becomes 
unprofitable to operate the railroad. Moreover, regula- 
tion of trucks interstate and intrastate by various State 
Commissions effects the owner-operated vehicle only in 
so far as standards of equipment, safety and hours of 
labor are concerned. 


The Labor Question 


Ironically, it is possible the present wave of unioniza- 
tion may prove helpful to the railroads. Truck drivers 
speedily are being signed up either by the C I O or A F 
of L. The significance of this is that the major propor- 
tion of the trucking industry’s gross income is expended 
for labor. With truck-driver unions demanding shorter 
hours and higher wages, and with the I C C planning to 
impose maximum hours of labor for drivers, the cost of 
operating trucks is due for a sharp mark-up. One does 
not have to look too far ahead to envision a time when 
the 3,000,000 truck drivers will begin to harass their em- 
ployers with demands comparable to the full crew and 
train length proposals that have so beset the rail carriers 
in recent years. Every step in this direction tends to 
weaken the truck’s competitive position. 

A year ago in these pages (Please turn to page 259) 





Courtesy International Truck Corp. 
Modern trucking puts every shipper on the main line 
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The Worst Already Discounted 


Stock at Current Levels Has 


Interesting Possibilities 


BY GEORGE 


A FEW short months ago all was well in the world of 
copper. Prices were rising rapidly as production struggled 
to keep pace with an apparently insatiable consumption. 


_How quickly the picture changed! Demand faded like a 


summer mist, prices likewise, and now not even a curtail- 
ment of production is preventing inventories from rising. 
Naturally, the stock market has taken notice of all this 
and representative copper stocks are selling for less than 
half the price they commanded earlier in the year. It 
may well be, however, that those who are liquidating 
their interest in copper companies at today’s prices will 
prove to be just as wrong as those who bought when 
there was not a cloud in the sky. Never yet have securi- 
ties proved to have been bought best when every pros- 
pect pleased. Let us see how bad the copper situation 
really is. 

Figures recently released by Copper Institute, Inc., 
show that during October American stocks of refined 
copper increased 37,500 tons. Largely accounting for the 
increased stocks was the decline in United States con- 
sumption, which fell from 66,200 tons to 44,600 tons. 
This is admittedly not a good showing and, on the face 
of it, the fact that American refined stocks have roughly 
doubled in six months is definitely disquieting. How- 
ever, on an actual rather than on a comparative basis, 
conditions are not so bad: stocks of 182,000 tons are by 
no means out of all proportion to even the present re- 
duced rate of consumption. Moreover, while figures some- 
what more adverse are expected in coming months, cur- 
tailment of production should begin to take hold after 
the first of the year and prevent the situation, from a 
statistical standpoint, from getting out of hand. 

Copper’s future, as much as anything and more than 
most things, depends upon actions that Washington may 
take to reverse the business recession. The Administra- 
tion, with commendable logic, seems to think that build- 
ing is the best point at which to launch an attack on the 
set-back. Anything done to stimulate building improves 
the demand for copper flashing, leaders, gutters, brass 
pipe and the like—normally, a field that is most impor- 
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tant to the copper producer. Also, there appears to be a 
disposition on the part of the Authorities to “ease up” 
on their merciless persecution of the public utilities with 
a view to inducing this great industry to carry out the 
expansion and improvement which it has been forced to 
postpone. This, too, would be of direct help to copper. 

Hence, despite the discouraging trend of copper sta- 
tistics, the situation is by no means devoid of its hopeful 
side. 

Now, while business has every reason to distrust the 
sincerity of the New Deal and it might be well for the 
investor to await further evidence of Washington’s good 
faith before actually committing himself to copper 
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securities, it is an opportune time 
to look into corporations which are 
sure to reap important benefits from 
the materialization of present hopes. 
Such a company is the Phelps Dodge 
Corp., which, of all the big Ameri- 
can copper companies, is the nearest 
to being exclusively a domestic or- 
ganization. 

Over the past six or seven years, 
the business done by Phelps Dodge 
has undergone drastic change. Once 
copper production was virtually the 
sole activity, but in late years the 
company has branched out into fab- 
rcating and has greatly extended 
mining operations. The expansion 
and renovation proceeds apace. Only 
last June some $20,000,000 of deben- 
ture 3148 were sold to further a long- 
term capital improvement program 
which it is estimated will eventually 
cost nearly $41,000,000. The most 
important individual project is the 
opening up of the Clay ore body at 
Morenci, Ariz. To equip this prop- 
ety for an output of some 25,000 tons of ore daily 
about four years from now will cost, it is estimated, 
nearly $29,000,000. When offering the debentures the 
company stated that it hoped to be able to finance the 
difference between the money raised on the bonds and 
the ultimate cost of the program out of earnings. It was 
pointed out, however, that there was the matter of higher 
costs to be considered and that it might be necessary 
to do additional financing. 

While it would be correct to describe the Phelps Dodge 
Corp. as a producer of copper and a fabricator of copper 
products, this is not enough to do the company justice. 
In addition to copper, both gold and silver contribute 
materially to revenues. Last year, the two smelters at 
Clarkdale and Douglas, Ariz— including the metal 
produced from purchased ores—produced 252,708,114 
pounds of copper, 6,248,568 ounces of silver and 166,150 
ounces of gold. At Dawson, N. M., Phelps Dodge has 
a coal mine which last year produced 267,118 tons. Nor 
must one forget the contributions to income which are 
derived from custom smelter operations. 

At the present time Phelps Dodge has three main cop- 
per producing divisions: the Copper Queen Branch, the 
New Cornelia Branch and the United Verde Branch— 
the latter being the old United Verde Copper Co., which 
was acquired in 1935. The smelter at Douglas, Ariz.. 
handles the ores from the Warren District Mine of the 
Copper Queen Branch and also the concentrates of the 
New Cornelia Branch. The Clarkdale smelter handles 
the United Verde output. An almost wholly-owned sub- 
sidiary, the Nichols Copper Co., operates refineries at 
Laurel Hill, outside New York City, and at El Paso, Tex. 

Having mined, smelted and refined the copper, the 
chances are that more than half of it will pass through 
the hands of the Phelps Dodge Copper Products Corp. In 
the numerous plants of this subsidiary it may take many 
forms. From the Bayway, N. J., plant it may emerge as 
rods, or as wire, some of which will be tinned and insu- 
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Pouring wire bars at Refinery of Nichols Copper Co., El Paso, Texas. 


lated. At the plant of British American Tube, which is 
also at Bayway, it may take the form of a condenser 
tube or a piece of brass or copper pipe. At the Habir- 
shaw Cable & Wire plant in Yonkers, N. Y., copper wires 
and cables are insulated with rubber, paper, varnished 
cambric and asbestos. The Inca Manufacturing Division 
at Fort Wayne, Ind., operates machinery for wire-draw- 
ing, enameling and insulating. 

The company states that ordinarily mining operations 
provide by far the largest part of net income and goes 
on to say that: “In the three-year period, 1934-1936, 
profits from mining operations ranged from approxi- 
mately 67 per cent to 90 per cent, profits from refining 
operations (except for one year, when there was a small 
loss) ranged from approximately 5 per cent to 15 per 
cent, and profits from fabricating operations ranged from 
approximately 714 per cent to 18 per cent of the consoli- 
dated net income (before depletion) of the company and 
its subsidiaries.” 

The generally disastrous year, 1932, has been the only 
one for which Phelps Dodge reported an operating loss. 
Since that time every earning statement has been better 
than the previous one. For the year to December 31, 
1936, the company reported a net income of $11,392,546, 
after interest, charges and all taxes, including the tax on 
undistributed profits, but before depletion. This was 
equivalent to $2.25 a share on the outstanding common 
stock and compared very favorably with the $1.21 a 
share reported for 1935. During the fore part of this 
year the progress was continued, the net profit for the 
first six months being equivalent to $1.40 a share of com- 
mon, against 92 cents a share for the first six months 
of 1935. 

Last year Phelps Dodge paid dividends to its common 
stockholders aggregating $1.25 a share. So far this year 
the same amount has been distributed, the last quarterly 
payment being 45 cents. If it were not for recent devel- 
opments in copper one could (Please turn to page 253) 
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How Leading 


Price-Times-Earnings Basis 


Interesting Differences Revealed by Ratios 


Issues Stand 












Based on Full 1937 Earnings and Fourth 


O. all the rule of thumb methods of evaluating securi- 
ties none is more popular than that which compares the 
price-times-earnings ratio of one stock with the price- 
times-earnings ratio of another stock. Sometimes the 
comparison is made with an empirical “par” and a stock 
is said to be reasonably valued if it can be bought for 
ten times the annual earnings applicable to it and over- 
valued when the ratio is materially greater than ten. 

While we would be the last to advocate investing one’s 
money by the price-times-earnings method to the exclu- 
sion of all other considerations, such ratios undoubtedly 
have a place. This is particularly so in comparing two 
similar companies or companies in the same field of 
endeavor. 

It was customary in the past to figure the price-times- 
earnings ratio on the basis of what the company 


Quarter Estimates Projected 


BY MALCOLM S. GRANGE 





weight to the state of business as it is at the moment. 
It is for this reason that the accompanying table con- 
tains two columns of price-times-earnings ratios. In the 
first, the ratio is calculated on the per-share earnings 
which the various companies are expected to report for 
the whole of 1937. In the second, the ratio is based on 
the estimated earnings for the final quarter, multiplied 


by four to give an annual rate. In other words, the 
second column is an attempt to express price-times- 
earnings ratios from the standpoint of current earning 
power. 

By and large the first column shows what one might 
have expected it to show—a long list of representative 
stocks, exceedingly cheap on the per-share earnings that 
are expected for 1937. While the second column inti- 





was likely to earn for the year in which the 
calculation was being made. With business 
running on a more-or-less even keel, this would 
be as good a basis as any. Clearly, however, it 
would give most misleading results were the 
price-times-earnings ratio to be figured follow- 
ing either great business improvement or disas- 
trous business slump. If figured after improve- 
ment ratios would under-rate the situation; after 
slump they would look lower than actually is 


Price-Times-Earnings Ratios for Representative 









warranted. 

It is just such a difficulty that those who 
would compare price-times-earnings ratios are 
up against at the present time. Up to, or even 
beyond, the first half of 1937 business generally 
was extremely good. More recently, however, 
we have experienced the fastest decline in the 
history of the country. A number of companies 
will report profits for the year only by virtue of 
what they made during the first six or nine 
months. Hence, prices-times-earnings ratios 
based on the year’s showing do not give sufficient 
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Stocks 

Price 
Earnings 

Ratio 

Earnings Annual 

Earnings Price Fourth Rate 
Current Full Year Earnings Quarter Based on 

Company Price 1937 Est. Ratio 1937 Est. 4th '/, Est. | 

Addressograph-Multigraph .. $22 $2.40 9.2 $0.35 15.7 
Air Reduction : ep cass 2.90 15.5 0.50 22.5 
Allis-Chalmers 4a 5.00 8.2 1.17 8.8 
Amerada ...... pectoral 52 2.70 19.3 0.58 22.4 
Am. Brake Shoe & Foundry 32 3.80 8.4 0.51 15.7 
American Chicle .... ..... 96 8.40 11.4 2.00 12.0 
American Cyanamid ''B" ... 21 2.10 10.0 0.42 12.5 
American Stee! Foundries .. 24 3.00 8.0 0.16 37.5 
Anchor Cap on ..os. cece. 16 2.20 7.3 0.41 9.8 
Atlantic Refining .... 20 3.00 6.7 0.26 19.2 
SN 6 | 2.00 7.5 0.39 9.6 
Beech-Nut Packing ......... 95 6.20 15.3 1.69 14.1 
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—When to Buy and Sell in Today’s Markets 





By John Durand, Stock Market Technician 





The most practical investment handbook available today—and the 
first to apply the case-history method of instruction—the greatest 
contribution to the study of investments in recent years. 


160 pages, 5 x 71%, flexible leather binding 








This book was written by John Durand, whose work “The Business of Trading in Stocks” enjoyed 
as great, if not a greater demand than any book of its kind ever published. Now—=in his new 
book—he sets forth new methods essential to successful trading and investing under today’s 
changed market conditions. 


THE CASE HISTORY METHOD is employed for the first time, in a practical demonstration of 
the underlying technical factors motivating the stock market. In speculation, more than in any 
other field, trends are in such continual flux that cut-and-dried decisions are dangerous. There- 
fore, the case-history method offers two definite advantages: (1) It is written from the viewpoint 
of the investor about to buy or sell a security—and (2) It does not attempt to lay down a set of 
pre-fabricated principles, but shows the investor how to think through to his own decisions. 











Act now to secure your copy of this important new book. The knowledge you derive from it will 
become a permanent part of your investment equipment—unforgetable because it is a thinking, 
rather than a memory course—and should mean the difference between profits or losses in many 
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‘mates that a considerably smaller number of 
‘stocks are actually on the bargain counter, there 
js still a surprisingly large proportion which are 
‘gelling at a reasonable relation to a poor fourth 
‘quarter. It is necessary, however, to guard 
| against being over-quick to draw inferences from 
| this. Indeed, it is always essential to look be- 
| yond a mere price-times-earnings ratio in ap- 
| praising a stock. In this particular case atten- 
tion is called to the fact that, although the 
decline in business activity is fairly general, there 
are still companies which gathered so much mo- 
' mentum during the first nine months of the year 
that they are assured of profitable operations 
for some time to come. The question here is 
what does the future hold when the present bank 
of orders is filled? An answer will either con- 
firm the optimistic inference of the price-times- 
earnings ratio, modify it, or perhaps nullify it 
altogether. 

Another point which may serve to clarify cer- 
tan glaring discrepancies is that few businesses 
are wholly immune to seasonal influences and 
that, where the seasonal influence is strong, 
price-times-earnings ratios based on the fourth 
quarter alone are distorted. In the accompany- 
ing table the most glaring example of this is 
afforded by the liquor companies. The various 
holidays always give these companies an exceed- 
ingly good fourth quarter and their profits in 
the final three months of the year may be as 
much as they will show for six of the previous 
nine months. Not that the liquor stocks are not 
cheap on earning power on whatever basis it is 
figured, for they are: they are not, however, as 

| cheap as the final column in the accompanying 
table would lead one to believe. 

As a matter of fact for the majority of busi- 
nesses the final quarter of the year is usually a 
better than average three months’ period. This 
is true of many public utilities, of certain com- 
panies in foods and of a considerable number of 
companies whose business is in the field of house- 
hold furnishings or household equipment. 

Nor must one forget that this seasonal influ- 
ence works conversely: there are companies for 
whom the fourth quarter is usually a poor time 
of the year. Some of the oil companies, for 
example, particularly those whose business is 
largely in gasoline, feel the adverse effects of 
lessened automobile travel during the winter 
Months. In such cases, a price-times-earnings 
tatio based upon the earnings of the fourth 
quarter has a general tendency to err on the 
high side. 

Yet, despite the reservations and adjustments 
that must be made, the accompanying table is 
an interesting exhibit showing in general terms 
the value which the market places upon earning 
power at this time. Provided that important 
Conclusions are not arrived at without an in- 
Vestigation of all the factors involved, the table 
should be found useful in affording leads to 
profitable situations. 
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Price-Times-Earnings Ratios for Representative 


Stocks—(Continued) 


Bendix Aviation 

Bethlehem Steel 

Boeing Airplane 

Bohn Aluminum ........... 
Borg-Warner 

Briggs Manufacturing 
Chrysler Corp. ............ 
Coca Cola 

Commercial Credit 
Container Corp. .......... 
Consolidated Edison (N. Y.). 25 
Continental Oil 

du Pont de Nemours 

Gen. American Transportation 
General Electric 

General Foods 

General Motors 

General Refractories 
Greyhound Corp. ......... 
Harbison-Walker Refract. .. 
Hershey Chocolate 

Holland Furnace .. 

Howe Sound 

Inland Steel 

International Nickel 
Johns-Manville 
Libbey-Owens-Ford 

Link Belt 

Lone Star Cement 
Loose-Wiles Biscuit 

Mack Trucks 

Mathieson Alkali 

McKesson & Robbins .. 
Monsanto Chemical 
National Biscuit 

National Cash Register .... 
National Distillers 

National Steel 

New Jersey Zinc 


Phillips Petroleum .. 
Pullman 

oe oo er 
Reynolds Metals 

Schenley Distillers 

Seaboard Oil 

Southern California Edison .. 
Standard Brands 

Standard Oil of California .. 
Sterling Products 
Superheater 

Texas Gulf Sulphur 

Timken Roller Bearing .... 
Underwood-Elliott-Fisher 
Union Carbide & Carbon . 
Union Oil of California .... 
United Drug 

United Gas Improvement .. 
United States Gypsum 
United States Steel 
Western Union 
Westinghouse Air Brake .... 
Westinghouse Electric & Mfg. 93 
Yale & Towne 

Yellow Truck & Coach 
Young Spring & Wire 


1.20 
7.20 
0.65 
5.80 
3.00 
5.00 
12.00 
5.75 
7.20 
2.70 
2.15 
3.00 
7.30 
4.70 
1.80 
2.40 
4.50 
4.00 
1.70 
2.40 
4.00 
2.40 
10.00 
9.50 
3.10 
6.00 
4.20 
4.30 
3.60 
1.10 
2.80 
2.10 
1.50 
4.30 
1.50 
2.15 
3.00 
8.80 
4.00 
1.50 
5.40 
2.90 
0.45 
1.84 
5.50 
1.90 
2.30 
0.80 
2.90 
5.10 
2.70 
2.80 
4.70 
6.10 
4.50 
2.40 
0.80 
1.10 
4.30 
8.25 
3.40 
2.10 
7.50 
1.95 
0.90 
4.00 


10.8 
6.4 
35.4 


0.29 
0.48 
0.11 
0.86 
0.59 
1.05 
2.70 
1.00 
1.58 
0.46 
0.61 
0.52 
2.00 
0.93 
0.42 
0.54 
1.04 
0.77 
0.15 
0.45 
0.80 
0.97 
1.35 
1.48 
0.53 
1.06 
0.67 
0.70 
0.36 
0.21 
0.70 
0.48 
0.50 
0.75 
0.32 
0.41 
1.00 
1.00 
0.68 
0.30 
0.95 
0.15 
0.15 
0.34 
2.40 
0.47 
0.50 
0.20 
0.50 
0.93 
0.23 
0.45 
0.75 
1.50 
1.10 
0.50 
0.14 
0.25 
0.57 
nil 
0.70 
0.22 
1.25 
0.25 
0.20 
0.90 




















CONTINENTAL CAN COMPANY 





Uptorn in Profits Expected 


Acceptance of Recently Issued Preferred Is Indicative 


of Confidence in the Outlook 


BY STEPHEN VALIANT 


Orn of the interesting side lights of the October stock 
market break was the extraordinary performance of the 
new preferred stock of Continental Can Company, an 
issue placed on the market by an under-writing syndi- 
cate just prior to the deluge of liquidation which broke 
all security markets wide open. In these panicky mar- 
kets, when new issues have generally been poorly 
received the new Continental senior stock held a mod- 
erate premium over its open market price of a few days 
previous when the syndicate was dissolved and a pre- 
mium of 4 per cent over its original issue price. Consid- 
ering the faet that a cloud of uncertainty still hung over 
the can companies as the result of an earnings set-back 
in 1936 and the early part of this year, this market per- 
formance of an “unseasoned” issue of one of the larger 
companies in the industry attracted considerable 


goes into this channel. The balance is in general purpose 
cans, such as industrial cans, specialized beer containers 
and other metal can products which are much less stand- 
ardized than the “packers” can line. 

When contracts were revised late in 1936 to meet cer- 
tain requirements of the Robinson-Patman Act and a 
price reduction of a leading competitor, the new basis of 
discounts hit Continental fairly hard, some two and a 
half million dollars being charged against 1936 earnings 
for these adjustments. The effect of these adjustments 
(and of slightly lower profit margins as the result of 
lower average prices) is a matter of history. In 1935 
earnings had reached a new high record of $4.21 a share, 
exceeding 1929 earnings by almost a dollar a share. Last § 
year, net profits fell to $9,038,787 from $11,223,578 in § 





attention. 

It might well be considered as a significant 
straw in the variable winds of the can makers in- 
dustry. In the process of floating a new issue, a 
company comes under rigid scrutiny and the 
original commitments are made by very well 
informed parties. It is not an unreasonable as- 
sumption, therefore, that the strong market of 
the new Continental issue, under extremely try- 
ing circumstances, reflected’ well placed confi- 
dence that the earlier reversal in earnings was a 
temporary condition shortly to be corrected, at 
least as far as this second largest can producer 
in the country is concerned. 

Although Continental is not the largest can 
maker, it is one of the most important producers 
of “packers” cans, that is to say, cans used to 
pack fruits, vegetables, meats and other food 
products. Most of the food industry business is 
obtained on contracts of several years term, 
calling for shipment of all or a stipulated pro- 
portion of the packers can requirements. Ap- 
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proximately two-thirds of Continental’s output 
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1935 and were equal to about $3.17 a share. 

As the company publishes interim earnings 
fgures only on a twelve-months basis, the effect 
of the year-end adjustments in 1936 is still re- 
flected in the latest published income data. In 
the twelve months ended September 30, 1937, 
for instance, net profit was further reduced to 
$3.01 a share, as compared with $3.76 in the 
twelve months ended September 30, 1936. The 
reason that the company uses the twelve months 
basis for interim reports is the highly seasonal na- 
ture of the demand for packers cans, crowding 
shipments into the late Summer packing season 
and resulting in wide variation of earnings from 
quarter to quarter. 

It happened that the packs were a little earlier 
than usual last year and a little later than usual 
this Summer—thus holding back earnings at 
both ends of the latest reported twelve months 
period. The next report will cover the calendar 
year 1937, dropping for the first time the year- 
end contract adjustments in 1936 and covering 
what has been on the whole a good season for 
the packers can line. This is probably one of 
the background factors reflected in the attention- 
attracting financing operation of Continental 
during the October market unsettlement. But 
there are other factors. 

The expansion of Continental Can’s activities 
in recent years has broad constructive signifi- 
cance, partly because the new developments and 
acquisitions have given the company broader in- 
terests in the general and specialized container 
field and partly because the company has been in 


' a position to obtain the necessary capital on a 


cheap basis. The $19,354,560 proceeds from the 

recent sale of 200,000 shares of $4.50 preferred stock in- 
volve a capital charge of only a little over 44% per cent 
on the new money, whereas during the past few years 


| the company has been earning approximately 10 per cent 


on tangible assets (fixed and current). The new money 
will pay off bank loans incurred to finance recent expan- 


sion of plants and inventories. There was no equity pri- 


vilege attached to this financing that involves any 


| potential dilution of common equity. In 1936, the com- 


pany issued 188,780 shares of common to shareholders 


| and officers for net proceeds of $7,224,556, but since these 


proceeds are close to $15 a share higher than present 


} market quotations for the common, the consideration of 
} equity dilution is purely academic in this case. 


The physical expansion of the company’s activities in 
recent years should prove to be well timed in view of the 


| generally well-sustained demand for cans and metal con- 


tainers. Total production this year is expected to estab- 


| lish a new high. According to a recent estimate of the 
| Bureau of Agricultural Economics, there was an increase 


of from 15 to 20 per cent in the vegetable pack this 
season. It is taken as a matter of course that a better 
than normal pack in one year will result in reduced plant- 
ing next season. Prospects for consumption of canned 


| fruits and vegetables is exceedingly favorable because of 


the high cost of fresh products, however, and there is no 
reason to look for more than normal season-to-season 
variation in prospect. 
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Between five and six cans a second are made on a Continental production 


line. Above is an automatic flanging machine. 


In the meantime, this season’s bulge in demand for 
packers cans may offset any temporary setback in in- 
dustrial and general use containers as the result of the 
business recession. Sales of beer cans have increased 
about 15 per cent this year. Continental is enlarging its 
facilities in this line to include manufacture of “crowns” 
for use as closing caps in a successful type of beer can 
which it has developed for its own production. Crowns 
will also be sold to other manufacturers. The company 
is continuing to develop new ideas in containers, par- 
ticularly its general line cans, and is hopeful of profitable 
exploitation of the development of a tin container for the 
“soft-drink” trade. 

In the light of present indications of declining business 
activity, Continental appears to hold a relatively favor- 
able trade position because its major market lies in the 
food industries. On the other hand, its expanding inter- 
ests in industrial containers should be a helpful factor 
in minimizing season-to-season variations in demand 
from the canning and packing industries. 

The price adjustments established late last year had, 
among other objectives, the purpose of discouraging com- 
petition from smaller concerns and from new interests 
attracted to the can-manufacturing field. At the time, 
the company reported that practically all of its old con- 
tracts were renewed, mostly on a long-term basis. The 
company is considered to hold a strong competitive posi- 
tion from the standpoint of (Please turn to page 254) 













































Stone & Webster Divorces 
Utilities 


To Stone & Webster will go the 
distinction of being the first holding 
company to take definite steps to 
relinquish its control of public util- 
ity properties in conformance with 
the provisions of the Public Utility 
Act of 1935. The company proposes 
to distribute its holdings in Engi- 
neers Public Service and Sierra Pa- 
cific Power to its own stockholders 
on a pro rata basis. Under the terms 
of a plan to be voted on at a special 
stockholders’ meeting scheduled for 
December 16, the distribution will 


Engineers and Builders 


For Profit and Income 





= 





be made on the basis of four-fifths 
of a share of Engineers Public Ser- 
vice common and one-tenth of a 
share of Sierra Patific Power com- 
mon for each share of Stone & Web- 
ster. The total distribution will 
amount to 1,683,512 shares of the 
former and 210,439 shares of the lat- 
ter. Henceforth, the company’s ac- 
tivities will be confined to industrial 
construction and engineering, invest- 
ment banking and supervisory and 
advisory services to public utility 
companies. The significance of this 
step on the part of Stone & Webster 
lies in the apparent belief of the 
company’s management that the 


Crown-Zellerbach's new 1,500,000-gallon filtered water tank serving the Crown 
Willamette mill. The company is one of the largest paper units in the United States 
and the leading producer of newsprint on the West Coast. 
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“death sentence” provisions of the 
Public Utility Act may be upheld in 
the U. S. Supreme Court. Other 
utility holding companies may fol- 
low suit but unfortunately there are 
few which would find it expedient 
to adjust themselves to the more 
drastic provisions of the act. 


Price of Silver 


Although there has been no offi- 
cial announcement as yet, it is gen- 
erally believed that President Roose- 
velt will continue the domestic silver 
buying program which expires on 
December 31, 1937. Under Presi- 
dential proclamation, the Govern- 
ment purchases all newly mined 
domestic silver at 77.57 cents an 
ounce, a price considerably above 
the world market aad, consequently, 
a vital factor in the earnings out- 
look of the two leading domestic 
producers, Silver King Coalition and 
Sunshine Mining. The Silver Pur- 
chase Act of 1934, which continues 
indefinitely, obligates the Govern- 
ment to purchase silver until the 
world price reaches $1.29 an ounce 
or until monetary stocks of silver 
are one-third the size of gold stocks. 
To bring about the latter ratio 
would require the purchase of 
1,000,000,000 ounces of silver. The 
Congressional silver bloc has in the 
past apparently wielded considerable 
political influence and will doubtless 
be successful in obtaining an exten- 
sion of the present policy. Such 
doubts as have arisen appear to have 
been predicated upon the Presi- 
dent’s announcement last September 
that the Government would pay 
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7.57 cents an ounce for 
all silver mined in this 
country up to midnight 
December 31, 1937, even 
though it might be ten- 
dered to the mints at some 
later date. 


Tax Selling 


The problem of selecting 
suitable issues to replace 
stocks sold for the pur- 
pose of establishing capital 
losses arises at this time 
and, in the present circum- 
stances of substantially 
lower stock prices, the 
choice of issues in the low 
price brackets has been 
broadened appreciably. 
The investor, however, 
would be well warned 
against the wisdom of 
making new stock commit- 
ments governed mainly by 
the fact that an issue is 
now selling considerably 
below its 1937 high. Among 
issues which appear to of- 
fer better than average 
possibilities such leading 
aviation stocks as United 
Aircraft, Curtiss Wright, 
Glenn L. Martin and Boe- 
ing invite favorable con- 
sideration. Other compa- 
nies in a position to report 
sustained earnings include 


| Scott Paper, Continental 


Oil, Socony-Vacuum, Cli- 
max Molybdenum and 
Twentieth Century-Fox. 


| Tire Companies 


It appears that leading 


| manufacturers of automo- 


bile tires are never granted 
more than a brief respite 
from the problems which 
have risen in the past to 
plague this industry. 





Glenn L. Martin. . 


Anaconda Copper. . 


Developments in Companies Recently Discussed 


Briggs Mfg. . . Operations have been ad- 


versely affected by the delay in Ford pro- 
duction and, more recently, the curtailed 
production schedules of Chrysler Corp. 
Company's costs have risen owing to its 
policy of spreading the work among em- 
ployees rather than laying them off. The 
situation, however, will shortly be allevi- 
ated to some extent, as it is expected that 
Ford will get into large scale production. 


- Recent estimates have 
placed current earnings at about $1.50 a 
a share, which would compare with 86 
cents in 1936. Orders on the company's 
books at the beginning of the fourth quar- 
ter totaled nearly $13,000,000 and recently 
the company was the sole bidder on a 
$2,000,000 Navy contract. The largest fly- 
ing ship ever constructed in this country 
was launched last month by Glenn L. Mar- 
tin. The purchaser was the Russian Gov- 
ernment. 


. Company's earnings of 
90 cents a share in the third quarter 
brought total for the year to date up to 
$3.10 a share. The effects of the lower 
copper prices now prevailing, coupled with 
a sharp contraction in demand, have not 
yet been fully reflected in earnings. 


American Power & Light. . . . Company's re- 


port for the twelve months ended Oct. 31, 
last, reveals an increase of about $12,000,- 
000 in consolidated revenues over the cor- 
responding period a year ago. Net income 
this year totaled $11,274,470 as compared 
with $10,444,961 last year and net avail- 
able for the common stock after allowing 
prior charges and subsidiary preferred div- 
idends, as well as regular dividends on 


the company's $5 and $6 preferred issues, - 


was equal to 54 cents a share vs. 26 cents 
for the twelve months ended Oct. 31, 1936. 
Company recently declared dividends of 


$1.12¥2 on the $6 preferred and 93% cents 
on tne $5 preferred, these payments be- 
ing 75% of the regular quarterly rate. 


Electrical Equipment Companies. . . Although 


Allis-Chalmers, General Electric and West- 
inghouse will end the current year with a 
substantial reduction in their volume of 
unfilled orders, the 1938 prospect is dis- 
tinctly more hopeful than in the case of 
many other companies identified with capl- 
tal goods. The favorable implications of 
possible large scale public utility buying 
would find these companies the largest 
beneficiaries. 


International Nickel. . . Report for the third 


quarter disclosed earnings equal to 86 
cents a share, an increase of 39% over 
the September quarter a year ago. With 
net equal to $2.57 a share for first nine 
months, the gain over last year was 47%. 


DIVIDENDS 


The tide of year-end dividends is beginning 


to roll in. Westinghouse Electric has de- 
clared $2 on both the common and par- 
ticipating preferred, bringing the total up 
to $6 for the year. ... Hercules Powder 
will pay 75 cents a share on the new 
stock, resulting from the recent two-for- 
one split. . . . American Locomotive has 
declared a payment of $7 against accumu- 
lations on the preferred shares, reducing 
unpaid dividends to $25. . . . Twentieth 
Century-Fox Film will pay $1 as compared 
with 50 cents in each of the three preced- 
ing quarters. .. . Norfolk & Western will 
pay an extra of $6, bringing the total 
payments for this year up to $16.... 
North American Aviation has announced an 
initial dividend of 12/2 cents. . . . General 
Electric's final dividend this year will be at 
the rate of $1 a share. ... The first divi- 
dend to be paid by Boeing Airplane will 
be at the rate of 40 cents a share. 





Manufacturers have barely had an 
opportunity to capitalize on their 
successful efforts in finally bringing 
about a semblance of reason and 
stability in the retail division and 
now they are faced with the pros- 
pect of making sizable write-offs in 
the value of their crude rubber in- 
ventories. Due to the length of time 
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required to transport crude rubber 
from plantations in the Far East to 
the United States, tire manufac- 
turers are virtually compelled to 
make large forward commitments to 
insure adequate supplies. Earlier 
this year large supplies of crude 
rubber were purchased at prices 
averaging anywhere from 3 cents to 


5 cents a pound higher than recent 
crude rubber prices. Moreover, not 
only are raw material inventories 
large but, owing to disappointing re- 
placement demand for tires, large 
stocks of finished goods have also 
accumulated. Therefore, and unless 
crude rubber prices rise between now 
(Please turn to page 262) 

















Stocks That Are Bargains 


on Past. Present and 


Prospective Earnings 


Sound Issues in Various Price Fields 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Continental Oil Co. 


Earnings Per Share Price Range 
Ist 9 mos. Ist 9 mos. 1937 
1937 1936 High Low Recent Price 
$2.48 $1.72 $49 $24 $26 


Reporting earnings of $11,614,575 in the first nine 
months of the current year, a gain of $2,000,000 over the 
results for the full 1936 year, it is a foregone conclusion 
that profits of Continental Oil will establish another 
high record this year. Sales this year have been at a 
record level, with gains running about 19 per cent ahead 
of 1936. On the other hand, operating costs have been 
held down, increasing only 13 per cent this year. Pro- 
duction of crude oil, with a gain of 34 per cent, was also 
at record levels. 

Continental Oil is one of the few major integrated com- 
panies able to produce crude oil in excess of its own re- 
quirements under existing pro-ration schedules. As a 
consequence, the company has been benefited materially 
by the higher prices for crude oil which have prevailed 
this year. Although the company has never published 
figures giving official estimates of proven reserves, and 
unofficial estimates based on outside studies of the com- 
pany’s field developments have varied as widely as from 
300,000.000 barrels to 400,000,000, the latter figure is 
equivalent to about 85 barrels per share of common stock 
outstanding. Although undoubtedly the bulk of the 
company’s earnings are realized in the producing divi- 
sion, Continental Oil enjoys the inherent strength of suf- 
ficient refining and distributing facilities to assure a 
profitable outlet for petroleum products even under the 
adverse conditions which have appeared in the marketing 
division of the oil industry, from time to time. 

The company’s entire capitalization consists of 4,682,- 
586 shares of capital stock—$5 par value. There is no 
funded debt. Earnings in the first nine months of the 
current year were equivalent to $2.48 a share on the 
capital stock, comparing with $1.72 a share in the cor- 
responding months a year ago. Barring any serious 
weakness in the price structure of crude oil during the 
closing weeks of the year, earnings for the full current 
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year will in all probability be in excess of $3.00 a share. 
At the end of last September, financial position of the 
company disclosed total current assets of $41,000,000, 
including nearly $10,000,000 in cash and Government 
securities, while current liabilities amounted to only 
$9.500,523. 

Thus far this year, the company has paid dividends of 
25 cents quarterly plus two “special” dividends of 25 
cents each. On the basis of indicated earnings, however, 
another extra before the year-end may be paid. Selling 
at 26, the shares are appraised at less than thirteen times 
1936 earnings of $2.05 per share and the indicated yield 
on the basis of dividends paid this year amounts to nearly 
6 per cent. All in all, the shares would appear to possess 
well defined merit for longer term acquisition. 


Hiram Walker-Gooderham & Worts, Ltd. 


Price Range 
Eornings Per Share 
1937* 1936* High Low Recent Price 


$8.29 $6.56 $51% $32 $40 
* Year ended Aug. 31. 


One of the world’s largest distillers of alcoholic bev- 
erages, and with a line of products enjoying international 
prestige, Hiram Walker-Gooderham & Worts, Ltd. since 
the advent of Repeal has firmly established itself as one 
of the leading factors in the domestic liquor industry. In 
fact, the company’s record of sales and earnings has been 
consistently better than that of most of its leading com- 
petitors. Doubtless the company’s competitive progress 
reflects such advantages as the early possession of & 
fairly large stock of aging liquor, a widely diversified line 
of well known quality brands, and long experience in all 
phases of the liquor industry. Products include an ex- 
tensive line of Canadian, domestic and Scotch whiskies, 
gins, brandy and cordials, among which are a number of 
brands of outstanding consumer popularity. 

Substantial bank loans negotiated by the company, for 
the purpose of financing aging stocks of whiskey, were 
refunded early in 1936 by an $8,000,000 issue ef 414 per 
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cent convertible debentures. Subsequent conversion, 
however, has materially reduced the amount of deben- 
tures outstanding and as of August 31, last, funded debt 
amounted to $3,954,000. However, bank loans had 
again risen to a figure in excess of $11,000,000, and it has 
been recently announced that £1,000,000 of new financing 
in the form of 4% per cent fifteen-year sinking fund 
bonds had been arranged in London. The latest balance 
sheet disclosed a comfortable financial position with 
current assets of $36,477,933, including cash of over 
$5,000,000, while current liabilities were $16,269,488. 
Outstanding ahead of the 724,004 shares of common stock 
are 460,818 shares of preference stock, entitled to divi- 
dends of $1 annually. 

Reflecting the company’s marked progress in the do- 
mestic field, coupled with the stimulus given to the sale 
of Canadian products in the United States by the 50 per 
cent reduction in the duty on such imports, sales in the 
fiscal year ended August 31, 1936 reached a new high 
record of $54,729,000. A further substantial gain in 
sales during the fiscal year ended August 31, last, brought 
the volume to $63,969,514. Net income in the most 
recent fiscal period totalled $6,463,633, equal, after pref- 
erence dividends, to $8.29 per share on the common 
stock, as compared with $4,796,120, or $6.56 a share on 
660,000 shares of common in the 1936 fiscal period. 

Although only the company’s American subsidiaries 
are subject to the surplus profits tax, the recent action in 
raising the dividends from 50 cents to $1 quarterly would 
appear to have been more than warranted on the basis 
of late earnings. Selling around 40, the shares are ap- 
praised at less than five times recent earnings and afford 
a potential yield of 10 per cent. In view of the wide mar- 
gin of safety accorded dividends by earnings, the shares 
would appear to offer an exceptional opportunity for 
high income and moderate price appreciation over the 
longer term. 


National Steel Corp. 


Earnings Per Share Price Range 

Ist 9 mos. Ist 9 mos. 1937 
1937 1936 High Low Recent Price 
$7.81 $3.96 $99% $55 $57 


Although the facilities of National Steel are equipped 
to manufacture practically every important steel item, 
with the exception of pipe and wire, about two-thirds of 
the company’s finishing capacity is utilized in the pro- 
duction of sheets, strip and tin plate. For this reason, 
the company is usually classified as a producer of light 
steel—used principally in the manufacture of tin con- 
tainers and such consumers’ durable goods as refrigera- 
As a consequence, a 
much greater element of stability is imparted to the com- 
pany’s earnings than .in the case of those steel producers 
having the bulk of their output concentrated in the 
heavier lines. As a result, the latter group recorded the 
largest percentage of earnings gains, prior to the recent 
slump in steel production. From this point on, however, 
4nd until demand for heavier steel revives, National Steel 
would appear to be in a position to maintain operations 
on a more profitable basis, comparatively. 

National Steel was the only one of the large steel pro- 
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ducers to show a profit in each year throughout the de- 
pression, an achievement which not only reflected the 
more sustained demand for the lighter forms of steel dur- 
ing this period, but the company’s advantages in the form 
of up-to-date plants, strategic location of manufactur- 
ing facilities and low cost of raw materials. Operations 
are completely integrated, the company owns ample raw 
material resources and its plant in the important Detroit 
area is the only one operated there by an independent 
steel unit. An extensive program of expansion has prac- 
tically tripled productive capacity and by the end of this 
year, annual ingot capacity will amount to 3,400,000 tons, 
placing National in a position of fifth largest producer. 

In the first nine months of this year, the company 
earned the equivalent of $7.81 a share on the common 
stock, comparing with $3.96 per share in the correspond- 
ing month of last year. Third quarter profits of $5,227,- 
071 were equal to $2.41 a share, comparing with $1.56 a 
share in the September quarter of 1936. For the full 
year, per-share results may approximate $9. There are 
2,157,177 shares of capital stock outstanding and funded 
debt, at the end of 1936, totalled $59,000,000. 

Including a 50-cent extra, total dividends paid by Na- 
tional Steel this year amounted to $3 a share. It is pos- 
sible that a year-end extra payment may be declared, 
although doubtless, in view of the heavy outlays for plant 
rehabilitation this year, this payment will be less than 
might otherwise be suggested by indicated earnings. At 
57, the shares are 42 points below their 1937 high, a de- 
cline which, at this time, appears to have adequately 
recognized the prospect of reduced steel operations. In 
view of the company’s excellent record, the risk attendant 
upon acquisition of the shares, at these levels, would 
appear to have been substantially lessened. 





F. W. Woolworth Co. 


Price Range 


Earnings Per Share 1937 

1937* 1936 High Low Recent Price 
$3.40 $3.35 $655 $35 $38 
*Estimated. 


Under the pressure of competition and compelled to 
widen the average margin of profit to meet rising over- 
head and labor costs, F. W. Woolworth Co. is no longer, 
strictly speaking, a “five-and-ten cent” chain. Since 
1932, when price limitations were raised to 20 cents, the 
company has effected a substantial revision in its mer- 
chandising policy and a considerable number of its stores 
have been remodeled to provide additional selling space 
and more up-to-date facilities. Encouraged by the initial 
results of this program, price limitations were removed 
entirely last year, although the bulk of the merchandise 
carried still ranges in price from five cents to one dollar. 
Expenses entailed in the program of modernization, 
coupled with higher priced inventories, placed a con- 
siderable burden on working capital, necessitating, for 
the first time since the company’s formation, new financ- 
ing, represented by the issuance of $10,000,000 3 per cent 
sinking fund debentures about three months ago. The 
only other capital liability ahead of the 9,703,613 shares 
of capital stock is $571,900 of purchase money mortgages. 






























At last reports, the company’s chain comprised some 
2,700 units, of which about 75 per cent were located in 
the United States, Canada and Cuba, with the remainder 
controlled by British and German subsidiaries. The 
latter, particularly, have shown excellent progress in 
recent years and last year British and German affiliates 
contributed to the parent company nearly $13,000,000 in 
dividends and undistributed earnings. The company 
does not publish interim reports and the only knowledge 
of current operations is confined to sales figures, which 
for the first ten months showed an increase of 5.2 per 
cent over the corresponding period of 1936. Recently, 
however, the rate of increase has narrowed almost to 
the vanishing point, but with the impetus of the holiday 
season it is expected that results for the full year will 
record a modest gain over 1936. Earnings in the latter 
year were equal to $3.35 a share, comparing with $3.20 a 
share in 1935 and $2.32 a share in 1932, at the depths of 
the depression. Earnings this year should be between 
$3.25 and $3.50 a share, providing an ample margin of 
safety for the present $2.40 dividend. Last year, the 
company paid $300,000 in surplus profits taxes and may 
elect to follow the same procedure this year. The shares, 
although devoid of the more dynamic elements sought 
in a common stock, nevertheless offer a comparatively 
sound medium for income, providing a yield of better 
than 6 per cent at recent levels around 38. 


Sutherland Paper Co. 


Price Range 
1937 
High Low 


$39 7% $18 


Earnings Per Share 
Ist 9 mos. Ist 9 mos. 
1937 1936 


$2.56 $2.16 


Recent Price 
$18 


Rated the country’s largest manufacturer of paraffined 
cartons, the Sutherland Paper Co., with four mills 
located in Kalamazoo, Michigan, produces literally 
scores of different kinds of cartons, trays, fillers, paper 
cups and paper spoons and forks. The company also 
produces various types of folding containers, wrappers 
and paper-board display specialties. While the company’s 
. principal customers are food processers and retailers, the 
wide diversity of outlets tends to impart a considerable 
measure of stability to earning power, and with the 
exception of a small loss amounting to less than $8,000 
in 1932, operations have returned a profit in each of the 
past twelve years. 

Both in 1935 and 1936, sales and profits were of record 
proportions. In 1936 gross sales of about $7,500,000 
were some $800,000 more than in 1935. Net income in 
1936 amounted to $729,116, equal, after payment of 
surplus profits taxes, to $2.54 a share on the outstanding 
common stock, compared with $2.15 a share in 1935. 
Net profit in the first nine months of this year amounted 
to $736,594, equal to $2.56 a share, or more than was 
earned in the entire 1936 year, and an increase of 18 per 
cent over results in the first nine months of 1936. For the 
twelve months to September 30, last, net income was 
equal to $2.94 a share. On this basis, earnings of at 
least $3 a share for the full current year appear assured. 
The 287,000 outstanding shares of stock comprise the 
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entire capitalization. Earlier this year the compaq 
planned to issue 28,700 additional shares of stock f 
the purpose of obtaining new funds. Subsequently 
however, this offering was postponed, pending improve 
market conditions. Financial position is comfortahj 
and the company is permitted considerable latitude j 
its dividend policy. In addition to quarterly disburg 
ments of 40 cents per share this year, an extra of 20 cent 
was paid last August. With earnings at new high levelg 
the management may well decide to pay a generous years 
end extra. Currently quoted around 18, the shares offer 
a yield of better than 7 per cent on the basis of regular 
dividends alone, and while the business of the Suther 
land Paper Co. is not such that a large, sudden spurt im 
earning power can be expected, the shareholder cam 
nevertheless, anticipate sustained earning power and 
dividends. 4 


F. E. Myers & Bro. Co. 


Earnings Per Share Price Range 

Ist 9 mos. Ist 9 mos. 1937 
1937* 1936* High 
$4.94 $3.79 $71 


*9 mos. to July 31. 


F. E. Myers & Bro. Co. engages in the manufact 
of a diversified line of farm operating equipment, includé 
ing pumps, water systems, door hangers, hay tools, ete 
Although one of the smaller organizations identified 
with the farm equipment industry, the company has had 
a good record of earning power through good times ang 
bad. Even during the worst of the depression, opera 
tions were maintained on a profitable basis. Favore¢ 
with a modest capitalization, dividends have been paid 
every year since the formation of the present compal 
in 1927. The outstanding capital stock amounting 
200,000 shares comprises the entire capitalization. Thé 
company has no funded debt. 

Since 1932 when profits of $197,116 were equal 
54 cents a share on the common stock, earnings have 
undergone a substantial recovery and in the fiscal year 
ended October 31, 1936, net income of $987,039 wal 
equivalent to $4.94 per share on the outstanding stock 
Responding to the enlarged buying power and improved 
financial position of the farmer, the company’s earnings 
this year promise to approach the previous peak madé 
in 1929 when profits were equal to $5.58 a share. N@ 
income for the nine months ended July 31, last, totaled 
$987,580, or the equivalent of $4.94 per share for thi 
stock. This compares with $759,495 or $3.79 per sham 
in the corresponding months of the previous year. We 
fortified financially, the company has been able to sup 
port a generous dividend policy. The most recent qual 
terly dividend was at the rate of $1.25 per share ail 
thus far this year dividends, including an extra of § 
cents, have amounted to $3.75. j 

Although not one of the more active issues on t 
New York Stock Exchange, E. F. Myers & Bro. co 
mon shares would appear to possess well defined mefi 
Recently quoted around 47, or less than ten times 19 
earnings, they may well prove a profitable acquisiti 
for holding over the next twelve months. 


Recent P; 
$47 


Low 
$47 
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| BUSINESS ACTIVITY 
: * M. W. S. Index (per capita basis) HIGHLIGHTS 


INDUSTRY — Speed of recession 
slackens after swiftest decline in 
history. Heavy goods suffer most. 
Slight pick-up in early 1938 but no 
big improvement for several months. 
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impact of lay-offs and lower pur- 
chasing power. 
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COMMODITIES — Weak on slack 
demand. Consumers living on in- 


ventories; but few burdensome sur- 
pluses. Stronger prices expected. 











MONEY AND CREDIT—Small de- 
mand for funds from commercial 
borrowers. New financing at low 


ebb. 






























































The current Business picture is not a hearten- 
ing one. Receding ‘ieadincion are noted in SU PPLY & DEMAND 
many industries and in most sections of the (Production and Consumption) 
country. So far heavy lines have been most 
affected but consuming industries will feel the 
pinch before long. Slight improvement is ex- 
pected toward the close of the year, but indi- 
cations are that 1938 will be well advanced 
before general recovery is under way again. 
* * #* 


Profit Margins which have been steadily nar- 
rowing this year are not materially broadened 
by the recent decline in raw material prices. 

Many companies, notably in rubber, leather, 
copper and textiles are faced with substantial 
inventory losses as a result of lower levels for 
many of the basic commodities. While indus- 
trial payrolls show some decline in recent weeks, 
this is a result of layoffs and implies no change 
in the high wages which labor commands. The 
crushing burden of corporate taxation is no 
lighter—many companies indeed are only now 
beginning to realize the full significance of the 

Social Security tax. 
| On the other side of the profit margin pic- 
' ture is the consumer resistance toward higher 
| selling prices. Reluctance to meet them, 
| coupled with the general uncertainty over the 
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Business and Industry 





Date 


Latest 
Month 


Previous 


Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (b) 


Aug. 


Sept. 
Sept. 


Aug. 
Aug. 
Aug. 


113.1 
100.8 
108.2 
121.0 

71.7 
120.1 


110.4 
106.2 
108.0 
118.8 

79.5 
117.5 


103.2 


98.9 
105.2 
114.0 

73.2 
111.4 








WHOLESALE PRICES (h) 
COST OF LIVING (d) 

All items .. 

Food 

Housing 

Clothing 

Fuel and Light 

Sundries 





NATIONAL INCOME (e) 
oe INCOME 
e 
CASH FARM INCOMEt 
Farm Marketing 
Including Government Payments. 
Estimated for year 1937 


Oct. 


Oct. 
Oct. 
Oct. 
Oct. 
Oct. 


84.0 


89.5 
86.7 
89.2 
78.7 
85.4 
97.9 


85.9 


89.4 
87.6 
88.6 
78.5 
85.0 
97.1 


81.3 


85.7 
84.6 
80.8 
73.8 
86.2 
94.9 





97.5 
96.8 
$907 


911 
$8,700 


99.0 


97.0 


821 


88.3 





87.9 | 


$882 | 


904 
$7,865 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 


FACTORY PAYROLLS (f) 


97.3 
107.3 


100.1 


98.1 
106.9 


103.8 


85.7 


105.9 | 


83.6 | 








RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (g) 
Variety Store Sales (g) 
Mail Order Sales ¢............. 
Retail Prices (s) 





FOREIGN TRADE 
Merchandise Imports + 
Cumulative year's totel ¢ . 


Cumulative year's total t ... 








93 
114.8 
100.1 

$109.1 

95.7 


94 
117.0 
104.5 

$103.6 

96.3 


90 

109.0 
98.9 

$90.2 
90.0 





$233.4 
$2,427.6 
$296.7 
$2,379.2 


$245.7 


$277.7 


$215.7 | 


$1,768.3 
$220.5 
$1,734.9 








RAILROAD EARNINGS 
Freight Revenues * 
Passenger Revenues * 
Total Operating Revenues * 
Total Operating Expenditures * . . 
Total Operating Income x 
Net Operating Income * 





BUILDING Contract Awards (k). 
Total + 
Residential + 
Factories + 
Commercial ¢ 
Public Works ¢ 
Public Utilities f 
Educational t 


$293,811 
38,734 
363,071 
262,712 
70,401 
59,305 


$229,237 
41,565 
359,612 
268,190 
61,778 
50,308 


$291,632 
36,340 
357,058 
248,450 
81,708 
70,096 








All Other t 
Building Permits 
214 Cities + 
New York City ¢ 
| 


LUMBER PRODUCTION, feet t... 


$202.1 
65.5 
12.9 
25.3 
52.9 
12.9 
15.8 
21.5 


$60.6 
30.0 


2,256 


$207.1 
65.6 
37.9 
29.6 
63.1 
31.3 
17.2 
32.5 


$72.2 
14.5 


2,266 
185 


$225.8 | 


| 
| 


| 
| 


| 


79.7 | 


18.8 
20.1 
68.8 
15.7 


9.2 | 


21.0 


16.3 
2,151 


$74.4 


165 | 








CONSTRUCTION COST INDEX (n) | 


STEEL 
Ingot Production in tons * 
Pig Iron Production in tons* ... 


4,301.9 
3,410.4 
1,048.0 


4,534.2 
2,991.9 


1,007.4 — 


(Continued from page 235) 





net ay a ths, is making itself felt in. 


sales volume and consequently in production, 


While it is probably true that output schedules are | 
close to bottom, except for temporary improve. |. 


ment in the first few weeks of next year, enduring 
gains will be slower in materializing. Meanwhile 
the U. S. lags further than ever behind the produc- 
tion level in other countries. It must be remem- 
bered, however, that heavy armament programs 
considerably distort the indicated productive ac- 
tivity in many other nations. 


Prices of raw materials have been declining for 
more than seven months. (See chart Page 238). 
On the other hand, retail prices have lost little 
if any ground. (See Cost of Living figures.) So 
long as employment continued upward, and pay- 
rolls were rising, the effect on retail trade of this 
high level was not apparent. In addition, farm 
income was bigger than in several years and divi- 
dend and interest disbursements while less than last 
year, were still sizable. However, as industry has 
slowed down and lay-offs and part-time weeks have 
become more common, trade has begun to feel 
the effects of declining purchasing power, particu- 
larly in industrial regions. Further shrinkage seems 
inevitable in months to come. It is probable that 
Christmas trade will fall some 5% below last year. 


sd * * 


Export Trade, except for the Far East, is likely 

to record further gains. A probable favorable bal- 

ance for 1937 is indicated; but not by a very wide 

margin as trade treaties invite increasing imports. 
e 


Railroad Earnings, despite the increase in freight 
rates granted on certain commodities, are likely 
to prove highly discouraging. Lower industrial ac- 
tivity has naturally resulted in greater than seasonal 
decline in freight traffic. (See Carloadings.) It is 
doubtful whether Class | roads will come within one 
hundred million dollars of earning their fixed 
charges. Indeed if the I. C. C. does not grant 
the blanket 15% increase in freight rates by the 
first of the year, a great many roads will be in a 
highly critical situation. Despite sharply lower out- 
lays for maintenance in September, transportation 
and maintenance cost absorbed nearly 32% of 
gross in that month. Early October reports show 
both gross and net below the 1936 and 1935 levels. 


a es € 


Building permits increased about $4,000,000 in 
October, marking the third successive month in 
which they have shown a better than seasonal per- 
formance. Building Costs have levelled off, while 
rents (see Cost of Living Index) continue to rise, 4 
favorable relationship which may prove an effec- 
tive stimulant to new construction. The Adminis- 
tration is actively exploring ways and means by 
which the Government can cooperate with financial 
institutions, manufacturers of building materials 
contractors and building labor to revive the lagging 
volume of new construction. All of these plans 
are still more or less nebulous but the possibility 
cf Government assistance injects a hopeful factor 
into the construction outlook for !938. 
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¥ rete Automobile manufacturers have in many instances 
i ee curtailed production schedules and lowered work- 
Passenger Cars ............... Sept. 231,530 308,530 208,896 ing shifts. Total: peoduciion Seseree tule: boew: te- 
TOBE cP e ves web Sept. 54,550 60,260 54,611 A ee i aaisal del a Bard 
uenced adversely by mechanical delays in For 
ad PrOUMGIOD ick koe is vee a'ss Oct. 350,000(w) 175,620 230,049 te Sean ituation i : A # 
plants. The labor situation is again menacing, 
felt in | Total Retail Sales, Cumulative ...... Oct. 2,879,743(p)...... (p}2.660,675 ill-timed, in the face of reduced activity. Automo- 
tion, | PAPER (Newsprint) bile sales for the next several months will be re- 
ns are Prodediian, US -& Candee stricted by the drop: in stock prices, apprehension 
Abt a sale ee ee Oct. 393.0 390.0 382.1 | over security of employment and purchasing power 
luring Ti Shipments, U. S. & Canada and the increased prices, which may have to come 
a oe ee Oct. 394.8 380.4 388.8 | down. 
nal Stocks, U. S. & Canadax (tons) | Oct. 109.0 111.0 76.0 At 
grams | Trevor (Whisky) Production of whisky declined again in October 
eae |e » a... Oct. 1,877 8,343 20,299 and withdrawals, although less than a year ago, 
Withdrawn, Gals. Oct. 8,095 6,342 8,200 pues up —— — ripe ie ~ eH 
producers’ stocks of whisky were reduced mod- 
win cask NER ie aa = oe aban‘ arated erately. A further and sizable reduction in stocks 
g for GENERAL is desirable and might well follow in the wake of 
238). | & Machine Tool Orders (f) ....... Oct. 217.2 301.1 195.1 holiday demand. 
little Railway Equipment Orders eee! ta > 
) So Locomotive me ere Oct. roe 8 22 | 
pay- Freight Cars ............. ‘ Oct. 2! 1,195 1,310 The index of new machine tool orders, for the 
fF this Rails (tons) : eke ae 8,200 18,400 110,237 first time in two months declined in October. The 
farm Cigarette Sraduction | Oct. 13,892 14,854 13,204 current level, however, is still higher than a year 
divi- Bituminous Coal Proidection ' * ago. Backlogs are being depleted and, while for- 
n last | (tons) : Oct. 40,040 39,055 43,321 eign orders have held up well, many manufacturers 
y has | | Boot and Shoe reduction — * Sept. 33,617 38,563 40,975 will be caught up early next year. The spring out- 
have Electrical Goods Orders Booked * | 3rd Quar. $215,937 $260,836 $191,319 look is bolstered by the possibility of large auto- 
. feel motive orders, if the industry decides to effect 
rticu. | | COMMERCIAL FAILURES (c).... | Oct. 768 564 él | sweeping changes in. 1939 model. 
seems 
that ——— —_ 
“= WEEKLY INDICATORS 
likely Latest Previous 
, bel ae __ Date Week Week YearAgo _ _PRESENT POSITION AND OUTLOOK — eK 
a & | ELECTRIC POWER OUTPUT | The gain in electric power output in the most 
K.W.H. ¢ PPS par, 2,224 2,177 2,170 recent week was larger than in the two previous 
aa periods, although the actual increase is still narrow. 
reg 2) SRC |i sat ~~ | Output in the New England and Central Industrial 
likely | | TRANSPORTATION | aiee was less than : year ago. 
al ac- Carloadings, total ............. | Nov. 20 647 690 790 | 
sonal | CEASERS Sa Sree eee Nov. 20 40 39 37 2.3) ie 
It is Roal and cide. Rees ees te Nov. 20 128 150 164 The decline in steel operations has been accen- 
n one Forest Products ....... Nov. 20 + 28 36 tuated recently by a growing reluctante on the part 
fixed Manufacturing and Miscellaneous Nov. 20 258 276 325 of buyers to replenish depleted inventories, fearing 
grant qo eee Nov. 20 160 161 170 | that the present price structure may not hold. 
y the Although some price concessions have been made 
a a | a on export orders, all leading eroducers continue 
aa STEEL PRICES united in refusing to mexe concessions. Lower 
tation Pig Iron $ per ton (m)...... Nov. 23 23.25 23.25 19.73 prices are inevitable. When they arrive many con- 
/, of Scrap $ per ton (m).......... Nov. 23 12.92 12.92 16.17 sumers will be buyers and operations will rapidly 
show Finished ¢ per Ib. (m).......... Nov. 23 2.605 2.605 2.197 rise from what are presumably bottom levels. 
overs STEEL OPERATIONS | ee: 
% of Capacity (m).. . | Nov. 23 33.0 35.0 75.0 Although crude oil production has been gaining 
; CAPITAL GOODS ACTIVITY ak | Nov. 23 61.6 68.0 89.0 in recent weeks, sustained export shipments have 
10 in NRA CREED A prevented supplies above ground from becoming 
th in ‘| PETROLEUM | burdensome. The total crude supply of 305,608,000 
| per- Average Daily Production bbls. * | Noy. 20 3,574 3,541 3,061 barrels in equal to 87 days requirements against 
while | Rate of Operations %......... | Nov. 20 82.3 81.5 oats 94 days a year ago. Reflecting the seasonal de- 
ise, @ | | Crude Runs to Siills bbls. « | Nov. 20 3,365 3,335 2,971 cline in gasoline consumption, gasoline stocks in- 
effec- | | Total Gasoline Stocks bbls. x .... | Nov. 20 67,661 67,035 58,420 creased 626,000 barrels in the most recent week 
minis- | Crude—Mid-Continent $ per bbl. | Nov. 24 1.27 1.27 1.17 and supplies are equal to 46 days requirements, 
is by Crude—Pennsylvania $ per bbl... | Nov. 24 2.35 2.35 2.45 comparing with 42 days a year ago. Prices have 
sncial Gasoline—Refinery $ per gal... | Nov. 24 07%, 07", .06'/, been firm, although moderate reductions have been 
erials made in gasoline prices in some sections. 
ging 
plans — 
bility | & {—Millions. »*—Thousands. (a)—Year ago. (b)—Annalist Index 1928-100. (c)—Dun & Bradstreet's. (d)—Nat. Ind. Conf. Bd., 1923-100. 
actor | Ml (e)—Dept. of Agric., 1924-29—100. (f)—1923-25—100. (g)—Chain Store Age 1929-31—100. (h) U.S.B.L.S. 1926—100. . (k)—F. W. Dodge 
i Corp. (m)—Iron Age. (n)—1926—100. (w)—Ward's Estimate. (p)—R. L. Polk & Co.'s Estimate. (s)—Fairchild Index, 1931—100. 
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Trend of Commodities 
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The decline in spot prices of commodities must go back tation apparently is for lower prices but such wides 
to 1920 to find a counterpart. Since early April raw ma- opinion is more than likely to be fooled. The very fact that _ 
terials have lost from a quarter to a third of their value. Yet large numbers of buyers will doubtless be forced to enter 
markets are by no means demoralized. Demand for the the markets sooner or later is indicative of what is likely fo 








































































































































































































time being has simply dried up as consumers live from hand happen. Supplies in many commodities are not burdensome _ 

to mouth or on previously accumulated stocks. The expec- and markets are thin. 
L 
_ 
S { 
= Ps. = 
: #,| SPOT l 

i 65 
: 2 
6 5 t 
i. is 
| ; EE 
: : Zi 
¢ 275 : aa F 
: 
3 ““Y [WHOLESALE PRICES i ¥ is ! 
2 LONG TERM TREND a 
i #28 | WAAL | | sil 
24 “FMAM DZ ASONDIDFMAMITASOND F 
I 
Changes in Major Commodity Price Group for the Fortnight Ended November 20, 1937 / 
A 
PT UREB occ cc cctwsc ccc tancenccs 75.9 down 1.8 DOB abicGe obacet. sss deans Skee worn 96.6 down 4.5 

Foods wa cresaisesccsecccsceseressores 83.2 down 1.1 Building material SPE EE St ae tee 93.8 down 0.6 T 
sn RR ORE ~~ Se ene 79.8 down 0.3 m 
Fuel and lighting................--++-- 78.6 down 0.3 Housefurnishings...................... 92.1 down 0.1 
h 
we 
Latest Previous Net EF 
Date Wk. or Mo. Wk. or Mo. Change PRESENT POSITION AND OUTLOOK Hil 
COTTON “= ; 

Piles goats por pound, slesing Cotton is in the hands of its friends. While it c 
December, «0. ..--.--sscenenes Nov. 26 8.03 7.67 +36 would be something more than mere optimism to a 
~ a ee Nov. 26 8.10 7.69 +Al expect that mill consumption could keep up during RUI 
Spot be etre hee a ass amany=s'* N ov. 26 8.22 7.84 +.38 the balance of the year; the market does hold fairly E 

Consumption (bales 000's) ...... Oct. 526 601 —75 steady. The 9c loan may continue to hold it, but I 

Stocks (beles 00's) pape See 882 *° Oct. 31 8,652 8,508 +144 buyers and sellers remain listless. If the loan value C 

Mills (bales 000's)..... "ding Aa aed Oct. 31 1,419 991 +428 pegs the staple above the world price and experi- S 

Warehouses (bales 000'sp. ....... Oct. 31 9,758 6.926 +2,832 ence is a guide, we may expeet American cotton to T 

Total (bales 000's)............... Oct. 31 19,829 16,425 +3,404 further lose ground, in use both at home and 

Exports (bales 000's)............ Oct. 799 6.17 +182 sbroad. 

Active Spindles ......... sane Oct. 23,724 23,887 —163 we oe 

Government Crop Estimates (bales 7 
000's) oh eww sice pepecsrepecvere Sept. 18,243 12,399 -+-5,844 Wheet. Lower prices encourage foreign buyers P 

to postpone purchases. Many are also waiting 
WHEAT ‘ , ‘ 

Price $ per bu. definite extent of frost damage in the Argentine. h 
SE Be, ee Nov. 27 90%, 90!/s +.00'/, If the crop there is cut to the expected 200 million U 
ES GRR artes ty ar eee Nov. 27 897, 90 —.00!/s bushels, only an easily absorbed 100 million would a 
Spot (No. 2 Red c. i. f.)....... Nov. 27 1.051, 105%  +.00!/, remain as exportable surplus. Higher levels ex- Su 

Exports Bu. (000's) wk. end....... Nov. 13 3,346 3,758 412 pected. P 

Visible supply (000's) wk. end..... Nov. 13 115,000 119,000 4,900 Me ins 

Government Crop Estimates...... Nov. 10 688,145 688,145 —O— 

Corn's real price is to be found in the price of 
ser mi rs a tame: ay meat. It is anticipated that both beef and veal 

rice c per bu. closing Chi. may not be so plentiful in 1938. Herds are not 
NES SS EE OT Nov. 27 53% 53!/, +.003%% yet back to normal although the bountiful corn 
May ---0---ceeeessveeeerenes Nov. 27 Sb/ 56% +00 8 crop will assure that such meat as comes to market R 
July SN assy sete eeeees Nov. 27 574 57%, +.00!/, will be of high quality, but also high in price. 

Visible Supply (bu. 000's)} wk. end. Nov. 13 14,721 9,179 +5,542 Corn itself should soon work higher. — 

Gov't Crop Est. (bu. 000's)...... Nov. 10 2,651,000 1,529,000 +1,142,000 ma 
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\correr 
Price cents per Ib. 
Donteihes ts aoe ss Sees Nov. 27 11.00 11.50 —00.50 
Export tea isco 8S cet: Nov. 27 9.75 10.25 —00.50 
| Refined Prod., Domestic (tons)... . Oct. 86,811 90,982 —4,171 
Refined Del., Domestic (tons)..... Oct. 44,592 66,229 —21,637 
| Refined Stocks, Domestic (tons)... Oct. 31 181,842 144,321 +37,521 
World Production (tons)......... Oct. 196,359 197,320 —61 
World Deliveries (tons).......... Oct. 158,783 183,900 —25,117 
World Stocks (tons)............. Oct. 31 165,051 183,780 —I8,729 
‘| TIN 
Price cents per Ib. Nov. 27 41.88 41,00 +.88 
World Production (tons)......... Aug. 17,187 15,882 +1,305 
U. S. Consumption Primary (tons).. | Aug. 6,500 6,310 +190 
Deliveries Foreign Tin (tons)...... Aug. 7,580 4,980 +2,600 
Price cents per Ib. Nov. 27 5.00 5.00 ooh 
U. S. Production (tons)........... Oct. 49,197 41,046 +8,15! 
U. S. Shipments (tons)........... Oct. 39,292 53,850 —4,558 
hacks (HONE ii casts eon, oa. 2 Oct. 31 100,646 90,742 +9,904 
Price cents per Ib. Nov. 27 5.50 6.00 —0.50 
U. S. Production (tons)........... Oct. §2,645 50,027 +2,618 
U. S. Shipments (fons)........... Oct. 40,345 47,737 —17,392 
Mocks (ioRSh coun oka fo soo Oct. 25,817 13,517 -+-12,300 
SILK 
rice r lb. raw Japan double 
; a pa Pisecinnee i eh = es Nov. 27 1.55 1.58!/ — 
Imports pounds ae 2 Sept. 4,958 5,174 — 
American’ Mill les {bales).... | Oct. 36,002 36,376 —374 
Am. Mill Tekings, cum. bales... ... Jan.-Oct. 371,568 329,519 -+42,049 
Total Veible (bales)............. Sept. 152,857 152,083 41174 
RAYON (Yarn) 
Price cents per Ib... Nov. 27 63.0 63.0 ae 
Deliveries (a) . Oct. 366 560 —194 
Month's Supply All Rayon Held... Nov. | 11 0.5 +0.6 
OOL 
Pics CONS OT OG oi 58s cciee es Nov. 27 85.00 75.00 -+5.00 
HIDES 
Price cents per Ib.. Nov. 27 8.97 8.00 +0.97 
Visible Stocks (000' s) (b). aise pen! 14,744 14,827 
Consumption (000's) (b)....... .. | Sept. 1,780 1,991 
E 
ar, ck per Ib...... Nov. 27 14.69 14.02 -+0.67 
Imports (long tons)...... Sept. 56,685 49,485  -+6,372 
Consumption (long tons) cree ie 43,893 41,456 +2,347 
Stocks (long tons)............... Sept. 265,844 251,491 +14,353 
Tires 
Production (000's) . July 4,292 5,339 —1,047 
Shipments (000's) July 5,190 5389 —I199 
Stocks SEES Gs. cocycle cesses July 11,564 12,529 —965 
COFFEE 
Price cents per 1b. oe 
December Delivery . Nov. 27 4.85 4.85 —o- 
Imports (bags 000's).. Sept. 842 733 +109 
U. S. Visible Supply (bags 000 Ys). Oct. | 870 1,099 —229 
SUGAR 
Price cents per Ib. 
Domenie Pe eS. ch oes vcis.eas Nov. 27 2.35 2.42 —0.07 
Dani ee es ees wb nes Nov. 27 2.36 2.36 te 
WORUMIR eins iiss SS tote ews Nov. 27 2.37 2.37 Oe 
Raw Sugar . 
Cuban ce. i. f.. ; Nov. 27 2.43 2.55 —0.12 
Duty free daivered.. Bd Geta e 25 Nov. 27 3.33 3.45 —0.12 
Refined (Immediate Shipment)... | Nov. 27 4.85 4.85 —~0— 








Copper stocks both foreign and domestic have 
increased. Nevertheless, supplies are in no great 
disproportion to potential needs. Sales in first 20 
days of November were only 12,292 tons indicating 
domestic buyer is on the sidelines. Prices should 
remain around |1!-cent level. 


oa * * 


World tin stocks are at March levels when tin 
prices were much higher. Production quota may 
be cut. Prices likely to surge forward soon. Con- 
sumers' inventories should be increased. 


* * * 


Lead is a bright spot in the non-ferrous list. Sales 
for the week ending Nov. 20, were 15% better 
than in the previous week and up to about average 
volume for the first half of 1937. Five cents is 
probably bottom price. 


o o ¥ 


Zinc prices have been reduced as stocks increased, 
but shipments show strength and market is not 
unbalanced. Accumulation warranted. 


* * a 


Silk. Falling off in holiday orders lowers price 
again. Japanese government is attempting control. 
Only hand to mouth buying advised. 


2 * >. 


Rayon cloth prices said to have been unreasonably 
deflated and must rebound from prevailing low 
levels. Production at new high last quarter but 
declining now. 

* * & 


Wool prices will yield further as buyers economize 
on clothes. Germany and Japan reduce takings 
and substitute rayon. 

+ * 2 


Hides at present look unreasonably depressed. 
There has been heavy turnover and large stocks 


should be lower. 
* * *# 


Rubber is waiting upon the action of the Inter- 
national Rubber Regulation Committee, which is 
expected to reduce the percentage of the basic 
quotas of the producing countries. 


Coffee. The announcement by the Brazilian Gov- 
ernment that the coffee export tax of 45 milreis 
per bag (60 kilos) would be cut to 11'/, milreis is 
much more a matter of news than the mere figures 
imply, for it means the collapse of one of the most 
determined. efforts to carry through a measure of 
valorization by an important country in a widely 
used commodity. The statistical position of coffee 
is weak and it is hard to believe that the weigh? of 
present supplies can be supported. 


Sugar should advance. Various quota allotments 


have apparently all been sold but beet growers are 
short some 50,000 tons which sugar market needs. 
Expected that quota deficit will be reassigned to 
Cuba otherwise a "squeeze" 


is. possible. 








——__ 
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| (a) Express in % (1923-25 — 100). 


(b) All Cattle hides and leathers. 


(c) Wholesale Rio No. 7 N. Y. 
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Banking 











Year Ago 


COMMENT 























INTEREST RATES 
Time Money {60-90 days)....... Nov. 27 WA%, IW%, W%, 
Prime Commercial Paper........ Nov. 27 1% 1% Y4@l%, 
CM TINS oo nasa c sew cesses Nov. 27 1% 1% 1% 
Re-discount Rate, N. Y.......... Nov. 27 1% 1% W2%, 
CREDIT (millions of $) 

Bank Clearings (outside N. Y.)... | Nov. 17 $2,132 $2,034 $2,648 

Cumulative year's total......... Nov. 17 127,190 114,510 

Bank Clearings, N. Y............- Nov. 17 3,060 3,389 4,710 

Cumulative year's total......... Nov. 17 . 163,670 165,820 

F. R. Member Banks 
Loans and Investments......... Nov. 17 21,530 21,608 22,442 
Commercial, Agr., Indus. Loans. | Nov. 17 4,738 | Speer 
ee Se Nov. 17 865 877 1,124 
Invest. in U. S. Govts. ......... Nov. 17 7,974 7,972 9,234 
Invest. in Govt. Gtd. Securities. Nov. 17 1,125 1,128 1,251 
Other Securities ............. Nov. 17 2,899 2,908 3,195 
Demand Deposits ............ Nov. 17 14,612 14,657 15,399 
Time Deposits ..............-- Nov. 17 5,296 5,302 5,029 

New York City Member Banks 
Total Loans and Invest. ....... Nov. |7 7,867 7,888 8,611 
Comm'l Ind. and Agr. Loans Nov. 17 1,860 RUBS 82 
Invest. U.S. Govts. direct and gtd. | Nov. 17 3,342 3,311 4,185 
Demand Deposits ............. Nov. 17 5,833 5,850 6,360 
ee eee eee Nov. 17 751 759 580 

Federal Reserve Banks 
Member Bank Reserve Balance . Nov. 17 6,922 6,879 6,85! 
Money in Circulation .......... Nov. 17 6,534 6,564 6,375 
2 YS eee en ae Nov. 17 12,789 12,789 11,127 
Treasury Currency ...........- Nov. 17 2,611 2,611 2,520 
ne er ree Nov. 17 3,633 3,645 2,378 
Excess Reserves ............... Nov. 17 1,100 1,070 2,240 

Latest Last 
Month Month Year Ago 
NEW FINANCING [Millions of $) 

DEE eer ee Oct. 129.1 151.6 381.4 
OSS eee Oct. 59.4 112.2 109.9 
Refunding Oct. 69.7 39.4 271.5 

Government ................---- Oct. 200.3 1,126.1 200.4 
ON Se ere ee Pe Oct. 200.3 1,025.8 200.4 
Addition to Debt............. Oct. RS oO 2 ee. 














Money rates continue unchanged. The extreme | 
ease in credit seems likely to be prolonged indefi- | 
nitely as member bank excess reserves are further | 
enlarged by the open market operations of the | 


Federal Reserve bank. 










bl * * 


Bank clearings continue to fall behind last year | 
and total deposits of reporting member banks | 
have dropped $605,000,000 since October 13. About | 


80% of the decline in all deposits, however, is ac- 


counted for by the drop in government and inter- | 
bank deposits. The contraction in deposits has had |” i 


a practical counterpart in member bank assets. The 


decline in loans reflects principally the heavy liqui- | 


dation of security loans. With commercial demands 
of small proportions, the purchase of government se- 
curities by member banks promises to assume in- 
creasingly larger proportions. The decline in brokers 
loans from now on should be less pronounced with 
the lower margin requirements in force. To offset 
the loss in loans and employ excess reserves, the 
policy of purchasing government bonds should 
have a two-fold effect. Deposits should rise and 
the firmer tone imparted to the government bond 
market should make itself -felt in higher corporate 
bond prices. Currency needs will expand materially 
between now and the first of the year but all sea- 
sonal credit requirements should be amply provided 
for without noticeable effect upon the ease of 
money rates. Federal credit requirements will prob- 
ably be met without recourse to the sale of new 


securities. 
* * € 


A revival in new corporate financing, now at 
such low ebb, would be favored by the prospect 
of firming bond prices for both government and 
corporate issues, as noted above. Although the 
incentive to raise new funds for capital expenditures 
will be revived only with the clarification of the 
business outlook, there is still a large amount of 
potential refunding by corporations seeking to 
avail themselves of lower interest rates. 





‘POSITION OF FOREIGN BANKS 











BANK OF ENGLAND 


Circulation 
Public Deposits 
oo age SS epee 
Bankers Accounts..............-- 
Other Accounts................- 
ESE ee eee eee 
Other Securities 
Disct. and Advances............- 
Securities 
Reserve Notes & Coin 
ath WME MMION so .2 os ass 0 0es 00s 


BANK OF FRANCE 

Gold Holdings......... 
Credit Balances Abroad. 
French Commercial Bills Disc....... 
Bills Bought Abroad..............- 
Advance Against Securities........ 
Ninhe Gente. 2.86.56 case ce. 
Credit Current Accounts.......... 
Temp Advs. to State 
Gold on Hand to Sight Liabilities... 








| 
| 


| 











Nov. 17,1937 Nov. 18, 1936 
£481,110,000 £444,904,97! 
33,171,000 14,115,628 
122,839,842 140,758,011 
86,698,380 96,082,519 
36,141,462 44,675,492 
76,613,000 78,973,337 
30,320,253 29,080,534 
9,019,849 7,395,037 
21,301,404 21,685,497 
66,844,000 64,599,825 
327,952,462 249,504,796 
Nov. 11, 1937 Nov. 13, 1936 
Fr.58,932,022,187 Fr.64,358,742,140 
14,332,673 6,117,847 
9,213,336,602 6,585, 196,682 
946,515,291 | ,458,852,174 
3,894,408,274 3,569,034,586 
90,947,121,885 86,274,535,430 
20,634,333,073 13,937,805,563 
26,918,460,497 12,302,601 962 
52.81% 64.22%, 





The latest condition statement of the Bank of 
England is featured by an increase of £17,000 in 
gold holdings again bringing the total of £327,952,- 
000 closer to the peak level of £328,145,000 reached 
on October 13, last. Reserves totalled £66,845,000 
and the reserve ratio was 42.8%, as compared 
with 26.8% in the previous week. The substantial 
increase in reserves reflected an increase of £20,- 
000,000 in the fiduciary issue and places the bank 


in a strong position to met year-end requirements. 


* * * 


Statement discloses the purchase of 3,000,000,000 
francs from the French Stabilization Fund which 
coupled with the lowering of the bank rate from 
34% to 3% reflects the efforts of the govern- 
ment to restore confidence in its monetary policies. 
Most of the sharp gain in gold holdings amounting 
to $136,000,000 was believed to have been acquired 
in the U.S. It has been stated that arrangements 
have been made for the reimbursement of the 


£40,000,000 sterling credit which is due this month. 4 
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GERMAN REICHSBANK 





Nov. 15, 1937 





Nov. 16, 1937 














Gold and Bullion................. | Rm.70,139,000 Rm.65,463,000 
F Of Which Deposits Abroad...... 20,055,000 28,166,000 
Reserve in For'n Currency.......... 5,686,000 5,297,000 
Bills of Exchange & Checks......... 5,006,794,000 4,535,692,000 
WNOONE 5 cok Ee ie oe ct ee 397,394,000 523,770,000 
Other Assets ...... Rstuaene eeeuck 820,122,000 610,011,000 
Notes in Circulation.............. 4,825,000,000 4,411,291 ,000 
} Other Daily Matured phe saa iS 728,989,000 622,308,000 
SOther Liabilities ...........scccee- 319,161,000 274,191,000 
Proportion of Gold & Foreign Caer? 
rency to Note Circulation. ... 1.57% 1.60%, 
| BANK OF CANADA Nov. 17, 1937 Nov. 10, 1937 
| Reserve Gold, Coin and Bullion.... $180,035,440 $179,931, 114 
: NG. WASMUND seid ings hace coe 5 si0.0 se 2,690,444 2,690,865 
| HB Reserve in Sterling & U. S. Dollars. . 24,824,881 27,341,446 
Subsidiary Coin................-.. 75,762 75,735 
1 Dom. & Prov. Govt. Short Term Se- 
Cee sss: . ; 99,671,591 94,428,993 
Other Dom. & Prov. Securities iS atee 97,371,657 96,521,226 
ther Securities................-.% 12,186,084 12,187,712 
Note Circulation......... 159,726,928 160,188,845 
Deposits—Dom. Govt.. 25,861,429 31,962,793 
Chartered Banks 221,865,223 209,408,283 | 
Reserves to Note & Dex: Lisbilities. : 50.75% 59.96% 


Condition of the Reichsbank as of Nov. 
vealed a drop of 217,000 marks in foreign exchange 
reserve and an increase of 28,000 marks in gold 


15 re- 


coin and bullion. The present ratio of the bank's 
reserves to its outstanding circulation was 1.57% 
comparing with 1.51% the preceding week and 
1.61%, a year ago, reflecting principally a decline 
in note circulation. Present gold holdings of 70,- 
139,000 marks compare with the peak on January 
1, 1929 of 2,709,345,000 marks. 


* * * 


The Bank of Canada in the week ended Nov. 17, 
sold sterling and U. S. dollars, resulting in a total 
decline of about $2,500,000 in these items. Al- 
though government deposits dropped $6,101,364, 
total deposits were up about $5,302,000. The ratio 
of net reserves to notes and deposits was 50.75%, 
comparing with 59.96% the previous week. There 
has been a definite trend in recent weeks toward 
increased deposits by chartered banks accom- 
panied by increased security purchases by the 
Bank of Canada, the two factors presumably re- 
flecting open market operations. 















































2 ; P Demand Cables 
Quotations in cents and decimals of Nov. 22 Your Nov. 22 Via 
acent except pound sterling which is : y COMMENT 
in dollars and cents. me rine we 
Country and Par On November 23 heavy buying of Dutch guilder 
Great Britain ($8.2397 a sov.)... | 5.00 9-16  4.90!/, 5.009-16 4.90%, | featured the foreign exchange market and quota- 
Austria (23.82 schilling)....... | 18.96 18.71 18.96 18.71 | ti tablished high for thi + 0.5564, 
Scipio {169003s a beloei..... | 170%, 1699 t74aYy 60924) | choday ao OSEAD. « met gun tax putas forthe 
Crechoslovakia (4.18¢ a crown).. | 3.52% 3.54'/g 3.52% 3.54'/s day. Reports indicated that buying was largely 
Denmark (45.374c a krone). . 22.34!/2 21.89 22.342 21.89 of a commercial nature, which normally makes itself 
Finland (4.264c a finmark).. | 2.21% 2.1642 2.21% 2.16Y2 felt in exchange demand every six months. 
France (par not definite)... 3.403% 4.66!/4 3.403% 4.66!/, 
Germany (40.33c a mark)**..... | 40.43 40.25 40.43 40.25 Seen pare 
Germany, registered (coml.)..... 21.15 20.90 21.15 20.90 | Sterling exchange continues to hover around $5.00. 
Germany (travel mark).......... | 25.35 21.90 25.35 21.90 Little is being heard in London concerning the: pos- 
Greece (2.197¢ a drachma)...... | 0.91% 0.8934, 0.92 0.90 sibility that the U. S. would raise the price of gold 
ot (par ~ ~ je Tends prod poo yo 54.26 ie Sagi nh RP iy in Be par ys sub- 
taly (5.2634c a lira) ........... 26/2 D 5.26 5.26 sided. Late in November the price of gold in Lon- 
Norway (45.374c a krone)....... 25.15!/ 24.63 25.122 24.63 don dropped below the American parity of $35 an 
Poland (18.994c a zloty)......... 18.97 18.88 18.97 18.88 ounce, for the first time since Nov. 15, and as this 
Spain (Burgos peseta)t......... 10.00 10.00 | is written, the price is $34.96 an ounce. 
Spain (Barcelona peseta)t....... 6.10 ve 6.10 vis 
Sweden (45.374c a krona)........ | 25.81%, 25.27 25.81. 25.27 Por (ee pee 
Switzerland (par not definite)... . 23.16!/2 22.99, 23.16% 22.991, Conspicuous weakness in South American exchanges 
Yugoslavia (2.98l¢ a dinar) 2.34!/, 2.33 2.34, 2.33 have to some extent reflected the political devel- 
Shanghai dollars (unsettled)..... 29.75 29.75 29.75 29.75 “ opments in Brazil, but to a larger degree falling 
Hongkong dollars (unsettled)... .. 31.25 30.55 31.25 30.55 prices of export commodities may be held responsi- 
_" Pe a - Per inca 37.80 37.03 37.80 37.63 ble. South American countries produce large quan- 
apan (84.39c a yen)............ 29.18 28.65 29.18 28.65 tities of raw materials for export, the demand for 
Straits Settlements (96.139c a dol.) 58.87!/, 57.62!/2 58.872 57.62!/2 which will undoubtedly reflect the declining level 
Argentina (71.87c a paper peso) | 33.37 32.75 33.37 32.75 of general business in the important U. S. markets. 
: Argentina (71.87c a paper peso)** | 29.50 27.90 29.50 27.90 Coffee is a notable example. It will be noted that 
Brazil (20.25¢ a paper milreis){... 6.05 5.95 6.05 5.95 several South American countries have two exchange 
Brazil (20.25¢ a paper milreis)**. . t 8.45 t 5.95 rates—a "free" and an "official" rate. The official 
Chile (5.19¢ a gold peso)........ 5.19 5.19 5.19 5.19 rate is the rate at which native exporters must sell 
Colombia ($1.645 a gold peso)**. | 54.65 57.39 54.65 57.39 their dollar exchange, while the free rate is the one 
es <5 a ot Sige . | 50.00 55.00 50.00 55.00 | at which native importers purchase dollar exchange. 
exico, peso (unsettled)+....... 27.80 27.88 27.80 27.88 In Argentina recently, exporters have been receiv- 
Peru (47.409c a sol)....... cee 25.12! 24.55 25.1242 24.55 | ing @ smaller return and importers have been com- 
Venezuela (26.55¢ a go! bolivar).. 29.50 25.25 29.50 25.25 | pelled to pay higher rates for dollar exchange. 
tNominal quotations. {Free rate. **Official rate. es 
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THE MAGAZINE OF WALL STREET COMMON STOCK INDEX COMMENTS 
1936 Indexes 1937 Indexes On October 16th every one of the groups 
No. of which comprise The Magazine of Wall 
High Low Issues (1925 Close—1!00) High Low Nov. 13 Noy. 20 Nov. 27 Street's Common Stock Index recorded a 
106.0 78.4 330 COMBINED AVER. 122.0 59.1 67.0 59.1x 59.3 new low for the year to that date. Subs: 7 
204.6 113.4 § Agricultural Implements... 253.3 119.5 137.7 119.5x 129.0 || quently, of course, most groups went 
68.6 39.9 6 Amusements 72.6 39.9 462 39.9x 42.5 lower but seven groups have consiste 
143.5 116.8 16 Auto Accessories 63.4 73.8 63.4x 66.4 failed to penetrate the low levels made on 
249 17.7 13 Automobiles é 11.2 12.9 W2x 147 that date. These groups are worthy of spe. 
156.8 104.3 8 Aviation (1927 Cl.—i00)... 73.4 85.4 77.0 822 cial attention for their apparent technical. 
23.8 12.6 3 Baking (1926 Cl—100) . 10.1 1.9 = 10x HEL strength and the reasons why they have suc- 
500.9 318.6 2 Bots. & Cks. ('32 Cl—100). F 257.4 314.1 257.4x 280.0 cessfully resisted further pressure on 
262.0 202.8 3 Business Machines 148.0 {71.8  148.0x 156.6 general market. Here they are: Construce | 
2874 2162 2 Cans 8 $61.5 172.2 161.5x 165.5 tion, Gold Stocks, Meat Packing, Paper, | 
327.1 187.5 'OChemicals ............... fs 132.6 146.8  132.6x 142.7 Public Utilities, Realty and Sulphur. 
73.8 42.8 '5 Construction . a2 62.273. 45 ** 8 
166.4 87.9 '0 Copper & Brass 810 969 84.1 87.6 Construction stocks, including all companies 7 
478 39.3 2 Dairy Products .. J 26.6 28.6 26.6x 26.7 associated with building and in company 
41.8 23.3 10 Department Stores 18.2 21.7 18.2x 189 with realty companies, are holding above | 
100.1 72.8 8Drugs & Toilet Articles.... 1088 553 61.4  55.3x 57.4 the year's lows on account of the special” 
4413 227.2 2 Finance Companies 4 210.8 242.3 210.8% 2169 efforts of the Government to devise means. 
70.1 60.9 7 Food Brands : 40.2 40 2x 41.3 of stimulating building to greater activity” 
Boe: = 3 Feed Stores : 29.7 (32.1 29.7x 30.1 for its imporant influence on other indus.” 
12969 1116.0 4 Furniture & Floor Covering. 122.3 546 464.7 54.6x 58.9 tries and on general business activity. While” 
Gold & Platinum Mining...1253.6 831.0 943.9 948.1 967.6 || the nearby outlook for companies dependent | 
51.0 36.6 5 investment Trusts 58.8 276 31.9 27x 287 on building is admittedly none too rosyd 
341.6 2652 3 tiguor (1932 Cl—100).... 317.8 185.0 207.1 1850s 193.8 | Wall Street often looks months ahead and 
199.5 134.7 YMachinery ....... 209.6 «(108.8 6117.6 =101.8x 108.1 is at present mildly encouraged by evidence | 
107.4 61.3 2Mail Order ............. 1043 58.1 68.2 58.Ix 50.3 || that the Administration is at last ready to | 
83.9 59.4 4 Meat Packing 109.6 5150 56 5420 (A i} accept the advice and assistance of prac- | 
232.5 159.5 !4 Metal Mining & Smelting.. 334.1 1422 170.9 142.2x 155.4 tical business mon ine plan’ to supply tha 
23.4 60 2 Paper 26.5 12.3 9.3 : '| shortage in low cost housing. ; 
142.8 97.2 24 Petroleum & Natural Gas.. 158.8 100.2 91.2x 96.4 | oe a 
%4 67.2 18 Public Utilities ........... 149 : 6 80.7 = 65.8 || Gold stocks tend to move against the gen- | 
35.4 26.7 4 Radio (1927 Cl—100) . 31.7 ‘ 18.1 ie A he ‘hecetin, <a a: Sa 
100.4 52.5 9 Railroad Equipment 112.9 7 428 37.7% 404 | - Re ee 
39.8 37.3 24 Railroads... ta <a ae 4 2h 1B 4x (19.2 
27.1 13.4 3Realty ....... 28.1 k 11.5 9.8 10.2 
87.6 62.7 4Shipbuilding soi gee =r ee : 435 384 408 
1245 85.2 t2Steel & Iron............. 165.6 E 82.7 72.4 77.0 


— nie et 45.3 j a bose 249 foreign rumors that the price of gold may 7 
WA ob 3 Telephone & Telegraph... 963 , @2 2. «3. ]™= ee bide ~ batter, —. ris 
83.5 62.0 8Textiles .... 91.8 0) 412 Oe | Sd b x yore a a ; stag 
ae 5e6 <6 Sec :B-Rubber........... 992 (22 199 ttm 27 | te eae tes ach kd ane ee pe ; 
100.2 87.2 4Tobacco........... 99.4 46 738 ~ | Se ee ee ee ee 
162 b10 5 Traction ; 210 30.0 977 28 | || ditions. Well seasoned gold mining stocks 

369.2 232.5 4 Variety Stores oo... 346.8 173.8 193.3 173.8% — ye vy Aba _—— 9 

x—New LOW this year. eh Se y ¥ Se a 


DAILY INDEXES OF SECURITIES : Public Utilities are deriving hope from | 
N. Y. N. Y. Times | prospects of an eventual truce with the | 
Times Dow-Jones Avgs. —50 Stocks— Government. Meat Packers expect to 
40 Bonds 30 Indus. 20 Rails High Low Sales benefit from an increasing volume of busi- 7 
Monday, Nov. 15 75.13 129.22 33.23 97.43 93.90 1,450,210 ness resulting from rising receipts of live- 
Tuesday, Nov. 16....... 74.76 127.98 32.98 94.13 91.19 1,269,370 stock. Paper companies, particularly news-’ 
Wednesday, Nov. 17.... 74.96 127.54 32.73 94.30 92.48 758,570 print, with higher prices for their finished | 
Thursday, Nov. 18...... 74.53 125.48 32.01 92.89 90.98 902,820 products and receding cost of pulp, are) 
Friday, Nov. 73.91 118.13 30.07 90.80 86.47 1,886,900 earning a fair rate of return on their heavy 
Saturday, Nov. 20 r 120.45 31.06 88.69 85.78 1,232,100 investment in plant and timber tracts for the | 
Monday, Nov. 22...... 73. 114.19 29.55 87.47 83.71 first time in years. Sulphur, being essentially” 
Tuesday, Nov. 23 : 115.78 29.35 85.34 82.23 1,640,960 a monopoly, is able to maintain prices even” 
Wednesday, Nov. 24.... : 113.64 29.15 84.59 82.07 987,240 during periods of domestic business depres- | 
Thursday, Nov. 25 HOLIDAY — EXCHANGE CLOSED sion, and is at present in good demand be- | 
4 118.26 30.48 86.38 83.46 ‘1,187,520 cause of foreign armament programs. 
Saturday, Nov. 27 123.71 31.71 90.54 87.63 1,141,230 e* 8 
STOCK MARKET: VOLUME - Although they have not done quite as well | 
. 5 eee as the groups discussed above, the aircraft) 
Week Ended Nov. 27 Week Ended Nov. 20 Week Ended Nov. 13 monufecturers continue to do better thal 
6,476,340 7,499,970 6,74t,156 the market as a whole, on general antici- 
Total Transactions Same Date Same Date pation of considerably increased volume of 
Year to Nov. 27 1936 1935 Government orders. 
376,752,705 445,316,612 336,075,777 











price for their output and declining costs | 
of operations, their profits tend to rise dur- 

ing periods of receding general business © 
activity and falling commodity prices; and ~ 
partly, in the present instance, owing to © 



































THE MAGAZINE OF WALL STRE 


y 








ae 
aaa 





Reasons Why YOU Should 
Enroll Now as a FORECAST Client—- 


Profit Through Current Market Movements. 
Dpportunities for short-term profits through our three 
q ive departments should be frequent over the coming 

seks. Such profits will enable you to: Recover losses 
ind in rease ‘your equity; mark down the cost of your 
present holdings; prepare to take full advantage of the 
next siistained advance; secure substantial apprecia- 
tio through our Longer Term Recommendations. 
; Definite and Continuous Advices. You will al- 
Mays know exactly what and when to buy and when to 
r . Constant attention is given to your trading and 
a estment programs conducted in accordance with 


ur definite advices. 


3. A Specific Program for You. Your own per- 
sonal objectives and requirements and the amount of 
funds available, 


FORECAST you should follow. 


determine which sections of the 
Five specialized de- 
spartments cover every possible service need—for trad- 
ing, speculation and investment. 


4. Telegraphic and Air Mail Service. On our 
"short-term recommendations, telegrams are transmitted 
"promptly in our Private Code without extra charge 


except for actual cost. All are confirmed by mail the 


same day. Air Mail is free on our weekly and special 
bulletins in the United States and Canada where it 


expedites delivery. 


5. Our Fee Represents Capital Protection. When 
you consider the importance of safeguarding the hun- 
dreds or thousands of dollars that you use in trading 
and investment, you should avail yourself of a security 
advisory service that provides ALL the advantages of 
the FoRECAST 

6. Extensive Consultation Privileges. Send us a 
list of your holdings for thorough analysis and specific 
recommendations in order to reduce taxes, recover 
At all 
times, you will be welcome to consult us regarding 


losses and generally strengthen your portfolio. 
securities you hold or in which you are interested. 


At our 
command, are the vast resources of this organization 


7. Extraordinary Facilities for Service. 
built up over a period of 30 years. Due to our location, 
in the heart of New York's financial district, with our 
news and stock tickers, we maintain the closest check 


on security fluctuations and trends. 


Place your FORECAST subscription now to participate in our new 


advices for short-term profits. 


These profits should amount to many 


times our fee before your enrollment officially starts on January 15. 





FREE 
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ADVICES 
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O UNUSUAL 
fREE AIR MAIL OPPORTUNITIES 


SERVICE 


() Check here if you 
wish Air Mail and it 
will expedite delivery 


sia atest 


1) BARGAIN 


of our weekly and spe- NAME ..wcccscccccseccccsscccs 


cial bulletins. This ser- 


2 i ADDRESS 
Vice is provided FREE 
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States and Canada. 





THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 
CABLE ADPRESS: TICKERPUB 
I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 


vice starting at once but dating from January 15, 1938. I understand that regardless of the telegrams I 
select, I will receive the complete service by mail. ($125 will cover an entire year’s subscription.) 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
Code after our Code Book has had time to reach you. 


TRADING Active 


Three to five stecks carried at a time. 91,250 capital sufficient to act in 10 


common stocks for near-term profit. Two or three wires a month. 


e shares of all recommendations on over 50% margin. 


Low-priced common stocks for market appreciation. Two or three wires a 
month, Three to five stocks carried at a time. $625 capital sufficient to buy 10 


shares of all recommendations on over 50% margin. 


Dividend-paying common stocks for profit and income. One or two wires a 
Three to five stocks carried at a time. $1,250 sufficient to buy 10 


INDICATOR month, 


shares of all recommendations on over 50% margin. 


eee a CAPITAL OR EQUITY AVAILABLE 


wbjeleie 618 \e1a sae 666 STATE 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


NEW YORK, N. Y. 

















UNISTEEL BODY 


— fused solidly together, top, bottom 
and sides— providing safety with style 
which glorifies steel construction 


KNEE-ACTION 


—the dene at ride—makes every mile 
ee . | you travel more comfortable and assures 
BECAUSE HE KNOWS hbis job, the General Motors car of to- better control of steering in emergency 


day enjoys the extra value that true craftsmanship gives. 
eee 
HYDRAULIC BRAKES 


improved in design to match the 


NY man who puts his best into the job of flashing performance of the new cars 


with = safety of smooth and power- 
= P4 : : : ly sure straight-line stops 
building General Motors cars is serving the ae hen, sateathm 


homely truth that it pays to give good measure. 
That is a General Motors watchword, to deliver extra value— 


and you find it expressed, year after year, in our cars. It is evi- 


dent in greater comfort, increased safety, more pleasing style, a 
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SCIENCE 


Bigapsagy 


TURRET TOP 


— puts the safety of solid steel over 
your head in every closed car of the 
General Motors family 





NO DRAFT VENTILATION 


—keeps the air you breathe healthfully free from 
drafts and makes driving safer by keeping the 
inside of the windshield and windows fog-free 





BECAUSE RESEARCH ever ceases, the General Motors product 


of tonorrow will likewise offer a generous margin of extra merit. 


STREAMLINE STYLING 


— matched to the popular taste, and 


approved by millions of car-owners as better ride—the results of such General Motors fea- 
t 


he expression of modern beauty of design 


tures as Knee-Action—the Turret Top—pertected 


Hydraulic Brakes —No Draft Ventilation — the 


Be TaN 


Unisteel Body by Fisher. Each of these features serves some 


WA 
ZNYY 4 


————— A! 
i 


human need better than it has been served before. And they all 


add up to this plain fact—General Motors means Good Measure. 
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The most Powerful man in America! 


Who is he? 


You and I. Our friends. Our neighbors. 


In other words, Mr. Average Citizen! 


The only trouble is, he frequently fails 
to realize his own strength. He allows 
himself to be bullied, led, and tricked, 
and when he realizes it, is inclined to 
say: “But what can / do about it?” 


Take, for instance, this absurd busi- 
ness of war. He doesn’t want war. He 
doesn’t want to give up his job, leave his 
wife and youngsters, live like an animal 


in trenches, and be shot at like an animal 
by Average Citizens of another country. 

Yet he does all this. He fights wars 
created by Far-from-Average Citizens 
who do not give up their jobs, do not 
leave their wives and youngsters, do not 
get shot at. 

Peace is something to fight for: war is 
something to fight against. So, Mr. Aver- 
age Citizen, wield that tremendous power 
of yours! Let jingoistic politicians, big- 
navy lobbies, war-fomenting papers, feel 
the might of your wrath. 


What To Do About It 


Today with talk of another war heat 
everywhere, millions of Americans stall 
firm in their determination that the foll 
of 1914-1918 shall not occur agai 
WORLD PEACEWAYS is a non-proll 
organization for public enlightening ® 
international affairs. Your cooperatidl 


is needed to extend its campaign, 4 


which this advertisement is a part, int! 
every corner of the world. Send yoll 
to WORLD PEACE 
rk City 


inquiry today 


WAYS, 103 Park Ave., New Y 
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ar heat 
ans stand 
the folly 
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"dollars in value to you. 





| The Personal Service Department of THe Magazine or Waut Street will 


"answer by mail or telegram, a reasonable number of inquiries on any listed securities 
P in which you may be interested or on the standing and reliability of your broker. 
- This service in conjunction with your subscription should represent thousands of 


1, Give all necessary facts, but be brief. 
'2, Confine your requests to three listed securities. 
' 3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


It is subject only to the following conditions: 


4, If not now a paid subscriber, use coupon elsewhere in this issue and send 


check at same time you transmit your inquiry. 


*Special rates upon request for those requiring additional service. 





Loose-Wiles Biscuit Co. 
Among the food stocks I own is Loose- 


' Wiles. My paper loss in it is considerable. 
| Does your information indicate a 
back”? What of the outlook? Has volume 


“come- 


of business increased over last year and are 
current sales running high? Your answers to 
these questions will be most helpful—E. L., 


| Columbus, Ohio. 


The earnings record of Loose- 


_ Wiles Biscuit Co. during recent years 
has been rather unimpressive. 
' spite the fact that volume of busi- 


De- 


ness has expanded, higher raw 
material and labor costs and the in- 
ability to pass these on to con- 
sumers, because of the keen competi- 
tive situation existing in the trade, has 
tended to hold profits to a minimum. 
The effects of higher costs were par- 
ticularly pronounced during the nine 
months ended September 30, last, 
when net profit of $622,249, equal to 
89 cents a share on the common 
stock, after preferred requirements, 
compared with $1,175,155, or $1.95 
a common share a year earlier. In 
reflection of this unfavorable show- 
ing, directors recently voted a 10 
cent per share common dividend, 
against 50 cent quarterly payments 
previously. While that action, cou- 
pled with the poor earnings perform- 
ance naturally exerted a depressing 
influence upon the stock in the mar- 
ket, the outlook has, nevertheless, 


DECEMBER 4, 1937 


improved. Lower wheat prices cur- 
rently obtaining will tend to widen 
profit margins and with volume of 
business likely to hold up relatively 
well, the final quarter of the year 
should show a pronounced improve- 
ment. Of course, any substantial 
increase in volume sales of the higher 
profit lines produced by the company 
seems unlikely prior to more wide- 
spread prosperity in the country, 
but with the earnings position 
strengthened by indicated lower in- 
gredient costs, a “comeback” mar- 
ketwise appears a logical expecta- 
tion. 


Underwood-Elliott-Fisher Co. 


I have some Underwood-Elliott-Fisher 
which I bought in 1930 and I am now debat- 
ing closing out this stock in view of its poor 
market action recently. Can you furnish 
any reasons why retention would be the wiser 
solution?—R. W., Denver, Colo. 


Underwood-Elliott-Fisher Co. re- 
ported for the nine months ended 
September 30, 1937, net income of 
$3,383,245, equal to $4.62 a share on 


the common stock, a considerable 
improvement over $2,145,522, or 
$2.76 a share a year before. On 
September 5, 1936, the company re- 
deemed all of its oustanding 7% 
cumulative preferred stock and the 
common now has sole claim upon 
earnings. The company has enjoyed 
a steadily expanding demand for its 
specialized business machinery, in 
line with the recovery in general 
business activity and the develop- 
ment of large government bureaus, 
such as Social Security, requiring 
record keeping machines and other 
office equipment manufactured. The 
desire on the part of corporate man- 
agements to keep expenses at a min- 
imum and yet successfully meet 
competition has also tended toward 
more widespread use of the various 
tabulating and accounting machines 
developed by the company, while the 
highly important typewriter division 
has also shown excellent progress. A 
decline in general business activity 
would, of course, exert a restraining 
influence upon office equipment 
sales, but the longer term trend still 
appears definitely upward. The re- 
tirement of the 27,050 shares of 7% 
preferred stock in 1936 and the 
strong financial status of the enter- 
prise augur well for dividends on the 
common. Including the special div- 
idend of 25 cents a share recently de- 
clared, payments for the current 
year are indicated at $4.50 a share, 
against $2.8714 cents in 1936. Ad- 
mittedly, current prospects suggest 
somewhat lower earnings, but ‘‘con- 
tinued dividend payments sufficient 
to attract investment buying appear 
probable. Considering the excellent 
(Please turn to page 251) 





When Quick Service is Required, Send Us a Telegram 
Prepaid and Instruct Us to Answer Collect. 











"Full Lots « Odd Lots” | 





LaPHAM, Davis 
& BIANCHI 


Members New York Stock Exchange 
29 Broadway e New York 


Uptown Office Boston Office 
522 Fifth Ave. 49 Federal 8t. 





Stocks ¢ Bonds * Commodities 
Commission orders executed for 
cash or conservative margin 














Diversify Your 
Investments 


Odd Lots enable you to diversify your 
holdings and increase margin of safety. 


Our booklet explains the many advan- 
tages offered by Odd Lot Trading. 


Ask for M. W. 809 


John Muir& © 


Established 1898 
Members New York Stock Exchange 


39 Broadway New York 
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C. M. & St. Paul & Pacific 
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A quarterly Seek of $1.00 per share has 
been declared the Common Stock of said 


Company, payable December 15, rg a stock- 171, 45 281%, 


holders of record at three o'cloc 
December 1, 1937 
C. H. McHENRY, Secretary. 











@ The Magazine of Wall Street offers a 
unique opportunity. It enables you to 
do both a selling job to best class con- 
sumer and industrial buyers—and an 
institutional job to investors as well. 
Both at the same time. Both at the 
same cost. 

@ It has selected from the country’s 128 
million only those who obviously have 
surplus income. All are stockholders of 
record. All have additional income con- 
tinuously throughout the year. 

@ And by far the greatest number are 
the Managerial Executives of business— 
the presidents, vice-presidents, officers 
and directors of large corporations: the 
owners and proprietors of smaller busi- 
ness—the men who have final authority 
in their company buying. These per- 
sone are a consumer market of proven 
wealth, and an industrial market of 
obvious authority. 

@ As 100% large and active investors, 
they are also persons vitally interested 
in the management and activity of your 
company from an investment viewpoint. 
They are an audience of unparalleled 
importance for your institutional adver- 
tising. 

@ To surely reach these threefold im- 
portant individuals in the medium of 
their first interest—for sales—for insti- 
tutional benefit—make certain that The 
Magazine of Wall Street is on your 
advertising schedule. 


We shall be pleased to furnish you with 
detailed data on this unusual readership 
if you will drop us a line. Do so today! 
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Save on 


TAXES 


If you are to save on your Income 
Tax next March, you must take 
advantage of the current two 
months to register tax losses. Right 
now is the time to take this up— 
see coupon below. 

$2000 of your EARNED INCOME 
can be offset by security losses. 
Moreover, further losses can be 
used to offset PROFITS ON SE- 
CURITIES. Therefore, it is wise at 
this time of year, especially in 
view of the recent market slump, 
to “clean house.” 

You must sell certain securities 
within the time required by law, 
if you are to benefit from this tax 
law. You should also make pur- 
chases in anticipation of profitable 
1938 trends in certain other issues. 
Our organization can help in- 
vestors with this problem. 


Babsons Reports 
Babson Park, Mass. 


Without charge or obligation send full 
particulars of your enlarged Supervised 
Investment Service and recent bulletin on 
tax loss selling. 








—_ 


ADDRESS 


Dept. 57-77 
See eae eee eee ee eee ee eee eee eee 











| STOCKS—BONDS 
COMMODITIES 


require 


Folder “M” explaining margin i 
trading 


ments, commission charges and 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 

New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 




















POINTS ON TRADING 


and other valuable information for investors 
and traders in our helpful booklet. Oopy 
free on request. Ask for Booklet MC6 
Accounts carried on conservative margin, 


(shou & (HAPMAN 
Established 1907 








Members New York Stock Exchange 
52 Broadway New York 
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Convertible Preference Stock, 
$4.25 Series of 1935, Dividend 


A regular quarterly dividend of $1.06% on the 
ap ible Preference Stock, $4.25 Series of 

COMMERCIAL Brag nari sot 
Trust CORPORATION has been declared 
payable January 1, 1938, to stockholders of 
wecord at the close of business on December 10, 
1937. The a books will not close. Checks 
will be mailed 





Common Sto. k—Regular Dividend 


A nonter quarterly dividend of $1.00 per share 
im cash has been declared on the Common Stock 
e@ COMMERCIAL INVESTMENT TRUST 
CORPORATION, payable January 1, 1938, to 
stockholders of record at the close of business 
December 10, 1937. The transfer books will not 
close. Checks will be mailed. 

JOHN I. SNYDER, Treasure 


November 26, 1937. 


YOUR INVESTMENT INSURED 


UP TO$S000 BY AGENCY 
OF U.S. GOVERNMENT 






Invest ~~ amveuut m tump-sum, or monthly pay 
ments — 4% per annum dividends being 





never 


10th ef any month entitled to earnings from Ist. 
Write 


future great! 


LEADER FEDERAL 5 


SAVINGS & LOAN ASSOCIATION 
of Memphis. 






MEMPHIS * 








UNION CARBIDE 
AND CARBON 


CORPORATION 
v 


A cash dividend of Eighty cents (80c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable January 1, 1938, to 
stockholders of record at the close of 
business December 3, 1937. 


ROBERT W. WHITE, Treasurer 


> “4 Ss 
BAYUK. CIGARS INC. 
PHILADELPHIA 

A quarterly dividend of 134% ($1.75 per 
share) on the First Preferred stock of this cor- 
poration was declared payable January 15, 1938, 
to stockholders of record December 31, 1937. 

A dividend of eighteen and three-fourths cents 
(1834¢) per share on the Common stock of this 
corporation was declared payable Decentber 15, 
1937, to stockholders of record November 30, 1937, 

A special dividend of twenty-five cents (25¢) 
per share on the Common stock of this corpora- 
tion was declared payable December 15, 1937, 
to stockholders of record November 30, 1937, 


Checks will be mailed. 
November 19, 1937. 


TEXAS GULF SULPHUR COMPANY 








John O. Davis 
Secretary 





The Board of Directors has declared a divi- 
Gend of 50 cents per share and an additional 

- Gtyidend of 50 cents per share on the Company’s 
capital stock, payable December 15, 1937, to 
stockholders of record at the close of business 
on December 1, 1937. 


H. ¥. J. KNOBLOCH, Treasurer. 
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M High Low Hish Low Hish Low 11/23/37 Ad 
Minn. Moline Power................. 7 3% 12% 64% 16) 4% 6%... 
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Paramount Pictures..................- 12 25 Ti 28%, 8 115 pe 
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Republic Steel... . 90% 9 29% 16 a7, 12h sH_——.., 
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oe ve Distillers 22 55 37% 513%, 24, 2544 3.00 
Sears, Roebuck... 31 1011 59% 98 4935/4 oh, 3.00 
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(Continued from page 247) 





position of the company to partici- 
pte in an upturn in business ac- 
tivity generally, therefore, we frank- 
iyfeel that further holding will prove 
profitable. 








Curtiss-Wright Corp. 





Do you believe that a long period must 
dapse before Curtiss-Wright works up to its 
lat year’s high of 9%? I unfortunately ac- 
quired my holdings just under this level. 
fhere are rumors of another 50c dividend on 
the “A” stock. Would such a distribution 












2.00 Bind momentum to my common shares? I 
ee ut high value on your advices —B. J., Min- 
3.00 i ! 

tat wapolis, Minn. 

2 § Curtiss Wright Corp. continues to 
ey 4 enjoy a good volume of government 





md private orders and in the first 






4.9 B nine months of the current year re- 
11. Bcorded earnings equal to $1.37 a 
13.40 Mf share on the Class “A” stock, against 





$1.09 a share on that stock a year 







te before. Although earnings for the 
* Bfull year probably will approximate 
tS $1.50 a share on the Class “A” stock, 
‘ Edividend disbursements probably 







will continue well below the $2.00 
rate due to plant improvement ex- 
















*# Bf penses and the need for working cap- 
visi ital to handle the indicated heavy 

volume of orders on hand and in 
2% J prospect. As you doubtless know, 
aif the Class “A” stock is entitled to 
is dividends of $2.00 per share annually 
i140 § before the common may receive 

anything. Continuing a conserva- 
is tive dividend policy, directors re- 
tr cently declared a 50 cent Class “A” 
- dividend payable December 15. 
140 thereby duplicating the amount paid 
#4 § 4year before. Quite obviously, this 
3# § distribution had little effect upon 
so & the market action of the common 
1% §d in our opinion dividend pay- 

ments on the Class “A” will continue 
s10 ess of a market factor insofar as 





the junior equity is concerned, than 
the trend of earnings. Recent earn- 
igs reports have admittedly shown 
fevorable progress in the affairs of 
the company, but further better- 
ment will be necessary before effec- 
live earnings on the common can be 
loked for. Considering the present 
state of the general market, there- 
fore, we frankly believe that a con- 
iderable pefiod of time must elapse 
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before the common reaches your 
purchase price. From a longer range 
viewpoint, the plant improvement 
and expansion program may be ex- 
pected to work to the benefit of 
shareholders, especially since the 
company occupies such an important 
position in the aircraft manufac- 
turing industry. Indications now 
point to a continued high level of 
orders for the Army and Navy Air 
Corps, while the growing commercial 
air transport companies should con- 
tribute liberally to future business. 
Thus, while the company’s common 
stock is obviously a long range 
proposition, it does seem to hold 
sufficient speculative merit on that 
basis to justify maintenance of your 
present position. 





Great Northern Railway Co. 


Please comment on the speculative possi- 
bilities of Great Northern pfd. Do you be- 
lieve this stock is now selling considerably 
below its intrinsic value? In statement to 
stockholders, the President declared that net 
earnings for the year are estimated around 
$4.8).—C. G., Indianapolis, Ind. 


Aided by heavy iron ore and lum- 
ber shipments as well as by more 
satisfactory agricultural conditions, 
Great Northern enjoyed a substan- 
tial improvement in earnings during 
tke first nine months of the current 
year. Net income of $6,955,666, 
equal to $2.80 a share on the capital 
stock, compared with $3,209,176 or 
$1.29 a share in the like interval of 
1936. In connection with the recent 
dividend declaration of $2.00 a share 
on the preferred stock, the President 
of the company stated, as you know, 
that net for the year was estimated 
around $12,000,000, or approximate- 
ly $4.80 a share. This would repre- 
sent a decided improvement over the 
$9,904,000, or $3.98 a preferred share 
recorded in 1936. The earnings out- 
look currently is less favorable, how- 
ever, since declining steel mill activ- 
ity and the relatively heavy stocks 
of iron ore on hand at most of the 
large mills, suggests a continued cur- 
tailment in shipments of that item, 
while a decline in building construc- 
tion work will further restrict car- 
loadings. In addition to the less 


promising traffic outlook, the com- 
pany is faced with wage increases 
estimated at approximately $2,500,- 
000 annually, which will be offset 
only in part by the freight increase 
recently granted by the ICC. 


‘There are, nevertheless, definite con- 
structive factors in the earnings pic- 
ture, such as the savings effected 
through refunding high interest bear- 
ing bonds at lower rates of interest. 
That action alone has resulted in a 
saving of approximately $4,659,000 
in annual interest requirements since 
1932. Of significance also is the still 
satisfactory level of farm purchasing 
power which suggests a continued 
heavy inbound traffic volume. Fi- 
nances of the road are in excellent 
shape and any improvement in the 
earnings picture, either because of 
increased carloading or the granting 
by the ICC of the requested 
bianket increase, might readily re- 
sult in more liberal dividend pay- 
ments. Of course, such a develop- 
ment seems most unlikely for some 
little time ahead, but it could exert 
a constructive influence upon the 
stock’s market action under more 
normal conditions. We, therefore, 
believe that the shares will be found 
among the leaders on any construc- 
tive movement of the rails as a group 
and accordingly favor maintenance 
of speculative holdings at prevailing 
depressed levels. 


Barnsdall Oil Co. 


Last year when BDL was worth about 
twice it present value I bought 100 shares, 
with long pull appreciation my objectwe. 
Oj late, I have been tempted to close it out 
even though I understand that earnings are 
good and finances strong. Please inform me 
whether this issue is well worth keeping for 
investment.—S. D., San Diego, Calif. 


Now engaged solely in the pro- 
ducing end of the petroleum indus- 
try, Barnsdall Oil Co. has benefitted 
from the generally favorable condi- 
tions which have existed since pro- 
ration measures established a better 
balance between supply and de- 
mand. Last year’s earnings, equiva- 
lent to $1.00 a share on the capital 
stock, as compared with 34 cents a 
year before, represented an increase 
of some 36% in crude oil production, 
as well as a firmer price structure. 
During the first nine months of the 
current year further progress was 
registered, with 99 cents a share well 
above the 76 cents a share recorded 
the year before. This showing has 
been highly encouraging, but it does 
not truly reflect the potential earn- 
ing power of the company, in our 
judgment. While many companies 
capitalize a portion of drilling costs 
and amortize them over a period of 
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years, Barnsdall charges such ex- 
penses directly out of current earn- 
ings. This naturally tends to reduce 
indicated earnings considerably, es- 
pecially since the company has been 
actively engaged in developing and 
expanding operations over recent 
years. Thus, it has been officially 
announced that wells completed 
during the first nine months of the 
year totalled 157, against 81 for the 
entire year 1936. The company 
formerly engaged in refining and 
marketing operations, but in 1935 
divorced itself from these divisions, 
and now is in a position to devote 
its financial resources entirely to the 
building up and developing of an 
extensive oil acreage, estimated to 
contain in excess of 250,000,000 bar- 
rels of crude. Recent reduction of 
allowables in the prolific Texas field, 
indicates some restriction in pro- 
duction during the final quarter, but 
this should prevent any serious over- 
production, and consequent break- 
down in the price structure. Even 
allowing for a recession in general 
business activity, it is estimated that 
further gains in gasoline and crude 
oi! consumption will be recorded 
next year, which, of itself, would 
tend to strengthen the underlying 
position of producers such as Barns- 
dall. 

Considering the fairly secure divi- 
dend return obtaining on the shares 
and the constructive longer term 
prospect, we frankly do not feel that 
you should now alter your orig- 
inal program of holding these shares 
for long pull appreciation. 


Mcintyre Porcupine Mines, Ltd. 


I placed a considerable portion of my funds 
in Mclntyre-Porcupine when there was so 
much talk of inflation. I am quite satisfied 
with the issue as an income producer, never- 
theless, as a new subscriber I shall be very 
interested in learning what your opinion is 
relative to its short and longer term outlook. 
—N. F., Akron, Ohio. 


In line with its characteristic earn- 
ings stability over recent years, 
McIntyre Porcupine Mines, Ltd., re- 
ported for the six months ended 
September 30, last, a profit of $1,- 
757,121, equal to $2.20 a share, 
against $1,789,419, or $2.24 a share 
a year previous. Gold production 
during the latest interval was slight- 
ly higher but with costs and develop- 
ment expenses up moderately, and 
off-set by lower depreciation, there 
was but little change in the net re- 
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sult. Indications are that produc- 
tion will hold fairly steady around 
existing levels, while no appreciable 
increase in costs appears in near- 
term prospect, at least. It therefore 
appears probable that earnings for 
the current fiscal year to end March 
31, 1938, will approximate the $4.46 
a share recorded last year. The reg- 
ular $2.00 annual rate on the stock 
is obviously well protected. Finances 
of the organization are remarkably 
strong, with current assets as of 
March $1, 1937, including cash and 
marketable securities of $13,864,023, 
amounting to $14,751,119, as com- 
pared with current liabilities of only 
$1,302,059. Estimated ore reserves 
as of March 31, 1937, were valued at 
$38,427,000, figured on the basis of 
$35 an ounce for gold, and the com- 
pany continues active in exploration 
and development work, which may 
be expected to further increase re- 
serves. Although gold is the chief 
profit determinant of the company, 
it also produces moderate amounts 
of silver, while a substantial invest- 
ment portfolio further contributes 
to earnings. Since it is generally 
conceded that the possibility of a 
lower price for gold is remote and 
with costs likely to present no seri- 
ous problem currently, we feel that 
the shares will continue to attract 
investors desiring earnings stability. 


May Department Stores Co. 


Do you consider May Department Stores a 
sound investment medium and one which 
offers good prospects for enhancement? It 
seems to me that this recession could result 
in a general tapering off in consumer pur- 
chasing power and, consequently, in May’s 
holiday sales volume. Please comment on 
this —A. M., Chicago, Ill. 


Due to the fact that May Depart- 
ment Stores Co. does not issue in- 
terim reports, it is rather difficult to 
accurately gauge current earnings 
position. In view of the pronounced 
upward trend in evidence since 1933, 
however, it seems probable that 
earnings position thus far compares 
favorably with last year. The com- 
pany’s stores are located in such im- 
portant trade centers as Baltimore, 
Cleveland, Los Angeles, Denver, 
Akron and St. Louis and rising pur- 
chasing power earlier in the year, at 
least, doubtless worked to the tangi- 
ble benefit of the company. More 
recent developments have, of course, 
been of an adverse nature and with 
factory payrolls and employment 
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now falling below the level obtaining 
earlier in the year, a somewhat lower 
sales volume may be in prospect, 
For the fiscal year ended January 81, 
1937, the company reported a profit 
equal to $4.12 a share on the capital 
stock, the best showing for any year 
since 1930 and well above the de 
pression low established in 1938 of 
77 cents a share. In view of the gen- 
erally favorable conditions existing 
in retail trade up until the current 
business recession, May Department 
Store’s earnings for the fiscal year to 
end January 31 next, are not ex. 
pected to fall much below those of 
last year. 

Prospects for next year are, of 
course, more difficult to appraise 
since so much depends upon an in- 
provement in employment and pur 
chasing power of the public. The 
management of the company has 
been prompt in initiating up to date 
merchandising methods and numer. 
ous innovations such as restaurants, 
barber shops, day nurseries, and 
parking spaces have gone a long way 
toward attracting customers. The 
financial position of the organization 
is strong. As of January 31, 1937, 
total current assets of $33,980,000 
compared with current liabilities of 
$7,475,000. In consideration of the 
relatively favorable earnings position 
of the enterprise, the stock is quoted 
at levels which appear to largely 
discount any probable decline in 
sales over early future months, at 
least, and we accordingly advise re 
tention of the stock for the liberal 
dividend return and price apprecit- 
tion as the general market moves 
into higher ground. 


American Brake Shoe & Foundry 
Co. 


I own 150 shares of American Brake Sho 





& Foundry common, averaging 48%. Ab 
though it has dropped many points since ts 
high of the year, isn’t it reasonable to sup 
pose that, sooner or later, this stock will mow 
upward, particularly if railroads are pé 
mitted more equitable freight rates and par 
senger tariffs —W. A., Boston, Mass. 


In appraising prospects for Amer 
ican Brake Shoe & Foundry Co., we 
feel that an examination of the de 
pression record of the organizatioD 
is highly significant. In marked cot- 
trast to the experience of the vast 
majority of equipment manufactur 
ers, this company reported net eaft 
ings on its common stock in every 
year but one, 1932, when the los 





sun 
gen 
nov 
will 
rat 
stir 
pec 
wel 
era. 


Test 
def 
pro 
rea, 
will 
pre 








»btaining 


nat lower 
prospect. 
luary $1, 
| & profit 
e capital 
any year 
the de- 
1933 of 
the gen- 
existing 
current 
artment 
| year to 
not ex- 
those of 


are, of 
Appraise 
| an in- 
nd pur 
c. The 
ny has 
to date 
numer. 
Lurants, 
2s, and 
ng way 
;. The 
1ization 
L, 1937, 
980,000 
ities of 
of the 
yosition 
quoted 
largely 
line in 
ths, at 
vise Te- 
liberal 
preci: 
moves 


pundry 








ke Shos 


iy. ALE 


since itt 
to sup 
ill mow 
re pet 
nd par 


A mer- 
0., We 
ne de 
zation 
] con- 
» vast 
actu 
earn: 
every 
» loss 





‘REET 






amounted to only 67 cents a share, 
after preferred requirements. Since 
that time there has been a steady 
improvement with the equivalent of 
§§ cents a common share in 1933 be- 
ing followed by 83 cents, $1.70 and 
$2.97 in the succeeding three years, 
respectively. Further recovery was 
reported for the first nine months 
of the current year, with net income 
of $2,752,320, equal to $3.29 a share 
or the common, comparing with 
$1,675,150, or $2.04 a share on a 
fewer number of common shares a 
year earlier. The improvement 
registered thus far has been due, of 
course, to the improvement in car- 
loadings and consequent greater 
equipment needs. Also, the automo- 
bile industry increased its demands 
for such items as brake lining, brake 
shoes, fan belts, and other automo- 
tive accessories manufactured by 
the organization. The reason for 
the relatively favorable showing of 
this equipment manufacturer during 
the late depression is the fact that 
there is a more or less steady replace- 
ment demand for such items as brake 
shoes, castings, forgings, car wheels, 
etc., which does not hold true for 
original equipment. Quite obvious- 
ly, however, any appreciable decline 
in railroad earnings, particularly, or 
to a lesser extent in the automotive 
industry would have an adverse ef- 
fect upon volume business. At 
present, prospects for both of these 
industries are somewhat beclouded 
by general depression influences and 
this has found reflection in market 
quotations for American Brake Shoe 
& Foundry common. Considering 
the heavy replacement business en- 
joyed by the company and the rela- 
tively steady demand from this 
source, however, we believe that 
earnings will justify maintenance of 
at least the $2.00 annual rate, as- 
suming of course, that conditions in 
general do not become too bad. It 
how seems probable that the I C C 
will grant some increase in freight 
tates, which in turn would tend to 
stimulate equipment purchases, es- 
pecially since these have been held 
well below normal for the past sev- 
eral years. 

Considering the adequate financial 
resources of the company and the 
definitely constructive longer term 
prospects, we believe that it is a 
reasonable assmption that the stock 
will ultimately move well above 
present levels. 
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The Comptroller of the State of New York 


will sell at his office at Albany, New York, 
December 7, 1937 at 12 o’clock noon 


$10,000,000.00 


Elimination of Grade Crossings 


Serial Bonds of the 


State of New York 


Dated December 8, 1937 and maturing as follows: 


$200,000.00—Annually December 8, 1938 to 1987 inclusive 


Principal and semi-annual interest June 8th and December 8th 
payable in lawful money of the United States of America 
at the Bank of the Manhattan Company, 40 ‘Wall Street, 
New York City. 


Exempt from all Federal and New York State Income Taxes 


Bidders for these bonds. will be required to name the rate of interest which the bonds 
are to hear not exceeding 4 (four) per centum per annum. Such interest rates must be ip 
multiples of one-fourth of one per centum and not more than a single rate of interest shall 
be named for the issue. 

Bidders may condition their bids upon the award to them of all but no part of the entire 
$10,000,000.00 bonds and the highest bidder on the basis of ‘‘all or none” will be the one 
whose bid figures the lowest interest cost to the State after deducting the amount of 
premium bid if any. 

No bids will be accepted for separate maturities or for less than par value of the bonds 
nor unless accompanied by a deposit of money or by a certified check or bank draft upon 8 
solvent bank or trust company of the cities of Albany or New York, payable to the order 
of the ‘‘Comptroller of the State of New York" for at least two per cent of the par value of 
the bonds bid for. No interest will be allowed upon the good faith check of the sue 
cessful bidder. 

All proposals, together with the security deposits, must be sealed and endorsed ‘*Proposa) 
for bonds” and enclosed in a sealed envelope directed to the ‘Comptroller of the State of 
New York, Albany, N. Y.”’ 

The Comptroller reserves the right to reject any or all bids which are not in his opinion 
advantageous to the interest of the State. 

Approving opinion of Honorable John J. Bennett, Jr., Attorney General of the State, 
as to the legality of these bonds and the regularity of their issue will be furnished the 
successful bidder upon delivery of the bonds to him. r¢ 

If the Definitive Bonds of this issue can not be prepared and delivered at a time te 
suit the purchaser, the State reserves the right to deliver Interim Certificates pending 
preparation of the Definitive Bonds, and will endeavor to have these Interim Certificates 
ready for delivery on or about December 8, 1937. 

The net debt of the State of New York on November 1, 1937, amounted to $667,304,788.68 
which is about 2.6 per cent of the total assessed valuation of the real and personal property 
of the State subject to taxation for State purposes. 





Circulars descriptive of these bonds will be mailed upon applicatign to 


MORRIS S. TREMAINE, State Comptroller, Albany, N. Y. 


Dateé November 26, 1937. 











Phelps Dodge 





(Continued from page 228) 


confidently predict that the pay- 
ment due in December would be at 
least another 45 cents. However, the 
adverse developments which have 
involved Phelps Dodge in a sharp 
curtailment of production make the 
immediate dividend outlook some- 
what obscure. This is the more so, of 
course, because of the huge expan- 
sion program which has been under- 
taken and, with the security markets 
what they are, it will not be as easy 
as it was in June to raise either addi- 


tional working capita] or funds for 
capital improvements. 

Not that the prevailing price of 
the company’s stock is failing to 
take the immediate uncertainties 
into consideration. At $22 a share 
it has lost almost two-thirds of the 
year’s best level. Such a decline un- 
questionably discounts fully all the 
adverse news that has actually ap- 
peared on copper. Probably, it also 
discounts the additional adverse de- 
velopments of which we shall prob- 
ably hear over the next two or three 
months. Hence, it becomes a ques- 
tion whether $22 a share is a reason- 
able price to pay for Phelps Dodge 
in the light of prospective business 
improvement, say, next spring or 
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summer. Economically speaking, this 
is to look pretty far into the future 
—further perhaps than most of us 
would care to look without some 
added glimmering of what this ses- 
sion of Congress is to bring in the 
way of relieved pressure on business 
and generally restored confidence. 
Should constructive action be taken, 
the investor *will miss an opportu- 
nity if he waits for the result to ap- 
pear in business statistics, for noth- 
ing that Congress can do now can 
halt the present recession in its 
tracks and make business more ac- 
tive overnight. To reverse today’s 
business trend is going to take time 
even after the necessary levers have 
been pulled. The purchaser of the 
common stock of the Phelps Dodge 
Corp., however, will make money if 
ke waits only long enough to see the 
levers move. 





A Stalemate in Raw 
Materials 





(Continued from page 213) 


stock market has recently been in 
its easily enforced descent. Any real 
attempt to accumulate stocks of raw 
materials at current price levels 
would either be wholly ineffectual, 
without result, or prices would move 
up so rapidly that there could be no 
accumulation. In other words, no 
one is going to really reap any ad- 
vance, just because sellers and buy- 
ers cannot get together for a time. 

In the Chicago wheat market there 
is no “bid and asked” quotation; 
grain moves at the current price. If 
there comes an interval when it does 
not do so, the tape says “Buyers and 
Sellers apart,” which is the status of 
commodities for the time being. 

And the sooner we come to realize 
that the process is self-correcting as 
it always is—that there is no part 
which this or any government should 
attempt to play in the price system 
—the better it will be for the course 
of commodities, and for business as a 
whole. 

There is a formidable and growing 
literature covering the attempts that 
have been made, running from back 
from current headlines to the days 
of Grecian civilization, but nowhere 
in all the record is there a chronicle 
of anything but eventual disaster 
overtaking man’s interference with 


economic law. We are just now 
watching a coffee market’s reaction 
to the abandonment of a long time 
plan for “valorization;” a long, ardu- 
ous and most costly experiment. It 
will suffice to say here that when 
Brazil first laid her plans to monop- 
olize the world’s coffee trade, she had 
on her side nearly every factor ex- 
cept the economic laws under which 
trade and commerce function and 
which do persist even in the face of 
such bonfires as Brazil fed for so 
many years with her coffee. 





Telephone's Dividend Pros- 
pects Appraised 





(Continued from page 219) 


Taxation, the bolstering prop of 
improving business has begun to 
crumble. Under such circumstances 
it would be inconsistent not to point 
out to Telephone’s_six-hundred- 
thousand-odd stockholders — who, 
incidentally represent no small vol- 
ume of voting power which might be 
put to good use—that they must 
hope for a rapid reversal of the cur- 
rent business trend. Until such busi- 
ness improvement is in evidence our 
conclusion must be that although a 
reduction in the Telephone Co.’s 
long-maintained dividend is not a 
certainty, the $9-rate probably is less 
safe than is generally supposed. 





Continental Can Co. 





(Continued from page 229) 


low-cost production and _ distribu- 
tion. With forty-five modern plants 
located at strategic points through- 
out the country, the company is in a 
position to function efficiently on a 
national scale as a_ well-rounded 
manufacturing and distributing unit. 
It has important additional sources 
of revenue from its foreign subsid- 
iaries and from its controlled supply 
of tin plate. 

The well-integrated position of the 
company is likely to stand in its 
favor as the result of recent price in- 
crease in tin plate. The contracts 
of the company contain a provision 
for price adjustments to conform 
with tin plate price changes. An in- 
crease of 50 cents in tin plate be- 


came effective October Ist. In the 
case of its general line cans, the price 
adjustment will be made for the fina] 
quarter of this year and, in the case 
of packers cans, contract prices will 
be adjusted on January 1, 1938. If 
Continental had to buy all of its tin 
plate from outside sources, these con- 
tract adjustments would merely 
leave profit margins unchanged. 
Through a subsidiary, the Standard 
Tin Plate Company, however, Con- 
tinental manufactures approximate- 
ly half of its own tin plate require- 
ments, and on this supply the price 
adjustments for 1938 will be carried 
into profits. 

In addition, the management ap- 
parently had the foresight to antici- 
pate higher tin plate prices and built 
up inventories accordingly. As of 
June 30, 1937, raw materials, includ- 
ing supplies of finished tin plate, 
were carried at approximately $21,- 
600,000, as compared with supplies 
worth only about $15,300,000 at the 
beginning of the current year and of 
about $13,400,000 at the beginning 
of 1936. Assuming that tin plate 
prices hold (and they appear well 
supported by actual increases in pro- 
duction costs) Continental will be in 
a position next year to carry over a 
handsome inventory profit, in the 
same manner that 1934 profits were 
bolstered by such a profit. 

The various intermediate term 
and basic factors discussed above 
appear to warrant considerable con- 
fidence that Continental Can will be 
able to continue to display its char- 
acteristic stable earning power even 
if general business trends are not 
particularly favorable during the 
next few months. As far as 1937 and 
early 1938 earnings are concerned, 
there also is a strong probability 
that forthcoming exhibits will show 
a reversal of the 1936 down trend, 
irrespective of general business con- 
ditions. Little allowance has as yet 
been made for the probable earnings 
imprcvement, however, by Conti- 
nental junior stock. 

The recent price of around 42 is 
only a little more than 12 times esti- 
mated earnings of about $3.50 a 
share and compares with the year’s 
high of 69 and a recent low of 41%. 
The 1936 high of 8714 was better 
than 27 times actual per share earn- 
ings in that year. Recent unsettle- 
ment in security markets does not 
adequately account for relatively 
low price earnings ratio at present, 
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although on the surface there is an 
inference in comparative earnings 
statements that the company’s profit 
“topped off” in 1935. Possibly the 
died-in-the-wool investor would pre- 
fer to await statistical confirmation 
of a turn for the better in future 
earnings exhibits. But the probabil- 
ity of such improvement appears 
sufficiently well grounded to attract 
the attention of the “business-man” 
investor who leans toward attractive 
situations among the issues of sound 
investment calibre. 





Government Controlled 
Industry 





(Continued from page 215) 


majority report of the U. S. Supreme 
Court made this important point, 
“If the competitive advantages of 
a chain increase with the number of 
its component links, it is hard to 
see how these advantages cease at 
the State boundary”. 

This is significant, if for no other 
reason than that it affords a basis 
for revealing assumption. Accord- 
ing to the provisions of the Loui- 
siana tax, A&P with more than 
15,000 units in its entire chain, will 
be taxed at the rate of $550 annually 
for the 106 units which the company 
has in that State, instead of $50 
a store if the Louisiana units com- 
prised the complete chain. Suppose 
then that the legislative bodies in all 
of the other States saw in the Louisi- 
ana tax a means of killing two birds 
with one stone—a revenue-raising 
measure and a blow at the chain 
stores. This would mean that A & P 
would have to pay $550 a year for 
every store in its chain, or more 
than $8,250,000 annually. To gauge 
the consequences it is only necessary 
to compare this figure with the $17,- 
000,000 which the company earned 
last year. Similar comparisons can 
be made in the cases of Kroger 
Grocery with about 4,200 stores, 
Safeway with 3,350 stores, F. W. 
Woolworth with 2,000 and J. C. 
Penney with 1,500. This, of course, 
is looking at the prospect in its 
worst light and fortunately it is one 
which is not imminent. 

For the time being, at least, the 
tide of chain store tax legislation 
appears to be ebbing. During the 
past year nearly 100 chain tax bills 


were introduced in State legislatures 
but only five were enacted. Eleven 
anti-chain measures were introduced 
in Arkansas, twelve in Colorado and 
four in Illinois, all of which, however, 
were killed. 

Meanwhile, the chains have been 
finding new resources with which to 
defend their business. They have 
enlisted in co-operative movements 
to aid farmers and food growers to 
move surplus supplies. Selling cam- 
paigns, conducted some instances 
out of season, have been effective 
in the past in removing excess sup- 
plies of beef, lamb, turkeys, pota- 
toes, peaches, pears, apples and 
citrus fruits. This service has un- 
doubtedly brought them consider- 
able good will. Many of the leading 
stores have been closing smaller 
units, some of which have not shown 
a profit of much more than $500 a 
year, supplanting these units by a 
single supermarket. In not a few in- 
stances, these new supermarkets have 
brought increased business and prof- 
its have more than offset the loss 
through fewer number of units. 
Several of the smaller chains have 
given up the retail business entirely 
and are acting as wholesalers for 
stores formerly owned but now sold 
or leased to former employees. 

The chains are fighting and are 
by no means licked as yet. But a 
realistic investment viewpoint can- 
not overlook the implications of 
factors immediately present. 

Sales gains this year will be very 
modest, in fact sales of some chains 
have fallen behind last year; over- 
head has increased, as have taxes; 
and profit margins already danger- 
ously slim in some instances, have 
been pared further. Earnings in 
many cases will be lower than a year 
ago. 

All of these factors are likely to 
be more apparent in the current 
showing of representative grocery 
chains. In short the bulk of the bur- 
den of adverse conditions will be 
borne by the latter group. What- 
ever hardships have been wrought 
will be much less apparent in the 
case of variety, general merchandise, 
mail order, shoe and drug chains. 
The toll of chain store taxes has not 
been as heavy in the case of these 
latter groups, chiefly because the 
number of stores comprising even 
the largest of these systems is con- 
siderably less than the leading 
grocery chains. Moreover, these 





groups have the benefit of a wider 
margin of profit than the food chains, 
While it has been found that thus 
far the merchandise and drug chains 
are less vulnerable than the food 
chains to the effects of chain store 
taxes, all chains have a vital interest 
in the workings of the Robinson. 
Patman Act. It was the avowed in- 
tention of this legislation to suppress 
the chain store system of merchan- 
dising by incorporating provisions 
designed to prevent chains from un- 
derselling independent merchants. 
For the most part these provisions 
sought to limit, or eliminate entirely, 
many of the advantages which the 
chains were able to command by 
virtue of their great buying power. 


Although the Robinson-Patman 
Act was enacted about eighteen 
months ago, it is almost impossible 
to draw any definite conclusions, so 
far as its effect upon chains is con- 
cerned. The law is extremely com- 
plex and confused and while the 
several major rulings by the Federal 
Trade Commission provide a basis 
for hoping that the Act will prove 
less onerous in its actual workings 
than was universally feared at the 
time of its enactment considerable 
further clarification will be required. 
So far, however, the Act has disap- 
pointed its sponsors by the extent to 
which it has failed to penalize the 
chains. 

Commenting on the law Gordon 
C. Corbaley, president of the Insti- 
tute of Food Distribution, recently 
said, “Big chains do not seem to 
have been greatly injured. They 
have been deprived of considerable 
income from discounts, brokerage 
and promotional allowances, but 
have equalized this by direct buying 
at net prices, more effective mer- 
chandising of their own _ brands, 
better margins on the lines where 
they were getting allowances and 
from surprisingly well sustained vol- 
ume on these brands.” 

Encouraged by their success thus 
far, the enemies of the chains con- 
tinue their relentless drive for more 
and more control and _ restriction 
using the tools of Federal and State 
legislation. A number of State legisla- 
tive bodies will be urged to pass 
“Joss-leader” laws, prohibiting sales 
below cost by both wholesalers and 
retailers and providing for a mini 
mum mark-up of 6 per cent for re 
tailers. In Washington Represet- 
tative Wright Patman has al 
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All the Facts You Need Each Month 
to Check Your Security Prospects 





OW often you have seen your 

broker consult Adjustable Stock 
Ratings to quickly give you some 
desired fact! 


But have you considered how help- 
ful—how interesting it would be for 
you to have all the essential facts on 
every leading common and preferred 
stock at your fingertips? 


Whether you want to keep a check 
on the securities you now hold—or if 
you want the latest available facts 
on the securities you may think of 
buying—Adjustable Stock Ratings 
can repay you its small subscription 
price many times over in a few days 
or weeks. 


IT TELLS YOU— 


What is the ticker symbol? What 
stock is represented by some un- 
familiar symbol? 


On what exchange is it listed? 
What is the outlook for the industry? 
—the company? 

What is its line of business? 

Is there a large funded debt out- 
standing? 


Are there a large number of shares 
outstanding ?—or just a small float- 
ing supply? 

What is the par value?—the divi- 
dend rate?—when is the dividend 
payable? 





What were the 1936 and 1937 earn- 
ings? How do earnings for the last 
quarter compare with the earnings 
for the same period last year? 





112 pages of clear, readable type 
—all the latest information 
found elsewhere only in statisti- 
cal works costing from $50 to 
$150 a year and more. 


What is the 1936 and 1937 high and 
low price? 


REVISED EACH MONTH 


These are the facts Adjustable Stock 
Ratings can give you every month 
on every one of the leading common 
and preferred stocks listed on the 
New York Stock and Curb Ex- 
changes and on leading bank and 
insurance issues. Furthermore, 
terse profit-pointing comments— 
based on intensive analyses, plus the 
technical position and investment 
outlook—leave you in no doubt as 
to the future for any of these issues. 


Adjustable Stock Ratings provides 
you with a comprehensive statistical 
handbook at a very small price as 
compared with costs running from 
$50 to $150 and more for a timely 


statistical service of its class and 


character 
WHAT SUBSCRIBERS SAY 


“Every one should study this pub- 
lication before investing in stocks.” 
—F. M. O., St. Louis, Mo. 


““Candidly speaking, Adjustable 
Stock Ratings not only helps me 
financially, but puts me in touch 
with various industries in a way no 
other publication does."—E. D., 
La Grand, Ore 


“In my work in an investment house, 
I find Adjustable Stock Ratings 
helpful a hundred and one times a 
day. It is the handiest and most 
easy to use of any work of its kind 
I have seen. '—G. L., New York, 
N. Y 
ONLY $2.50 A YEAR 


You may check only Adjustable 
Stock Ratings on the coupon below. 
But, if you are not already a sub- 
scriber to The Magazine of Wall 
Street, we urge you to consider the 
combination offers made there 


Not only can you take advantage 
of limited-time rates to The Maga- 
zine of Wall Street and Adjustable 
Stock Ratings—but your subscrip- 
tion now will give you the privilege 
of consulting our Personal Service 
Department on your investments— 
aS many as three at a time, and as 
often as reasonably required. 


SUBSCRIBE NOW! 





The Magzine of Wall Street, 


Enter my subscription to “ADJUSTABLE STOCK RATINGS" as checked 


90 Broad Street, New York, N. Y. 





i.) Adjustable Stock Ratings, 1 OOP... ... 05 5 6c iis eee eins Genes $2.50 
[] Adjustable Stock Ratings ($2.50) and The Magazine of Wall Street ($7.50) including the privileges 
afm Peracmal Wiaing Service. 6. i cas case 9.00 
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nounced his intention of imtroduc- 
ing another measure “in behalf of 
independent business” (anti-chain 
store). Representative Patman’s 
latest measure proposes to make it 
unlawful for any corporation to own 
retail outlets in any other State ex- 
cept that in which it is incorporated. 
If enacted, it is intended that the bill 
will restrict retailing by a corpora- 
tion to one State and that such con- 
cern will not be permitted to be con- 
nected in any manner whatsoever 
with retailing operations in any 
other State. 

Whether or not such drastic legis- 
lation as this will ever become the 
law of the land, it should serve as a 
warning of the lengths to which the 
opponents of the chain stores will go 
in seeking to drive them out of busi- 
ness. 

In any event, it is only too obvious 
that the anti-chain store movement 
shows no signs of abatement and the 
legislative prospect for the chain 
store industry is disconcerting, to 
say the least, and one which the in- 
vestor and owner of chain store 
securities might well ponder. 





Business and the Government 
Must Get Together 





(Continued from page 203) 


ask——“But does he really mean it?” 
They see him hold out an apparent 
olive branch to the utilities—and on 
the same day make public a heated 
denunciation of utility propaganda 
regarding the relative costs of steam- 
generated versus hydro-electric pow- 
er, as issued by the New York State 
Power Authority. 

They observe that in the most 
conciliatory message he has ever de- 
livered to Congress there was a res- 
ervation—the warning that if pri- 
vate capital did not respond the 
Government would have “to take 
up the slack.” Just how it could do 
so—after the demonstrated failure 
of some $18,000,000,000 of Federal 
pump-priming during the past four 
years—he did not say. 

They note that, especially among 
the Left-wing New Deal advisers, 
there is an “or else” theme tacked 
on to the present drive to activate 
private capital. Give it such-and- 
such a period of time in which to 
get results—or else! As they see it, 
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the capitalist system is “on the spot” 
—not the present political regime. 
If you ask them what they mean 
by the “or else,” they talk vaguely 
of New Deal nationalization of the 
utilities, the railroads, the insurance 
companies or what have you. 

“Cooperate and get busy,” they, 
in effect, say to private capital, “or 
we will really kick the stuffing out 
of you!” 

If the American profit-and-loss 
system can produce a satisfactory 
abundance of goods and services un- 
der this combination of political 
promises - reservations - threats, this 
observer, for one, will be gratefully 
surprised. A majority of the diverse 
elements in Congress and the Ad- 
ministration wish to “do something” 
to help business—but without sac- 
rificing their own pet schemes for 
altering the economic and _ social 
framework. The pressure groups— 
farmers, labor, public power advo- 
cates and what not—favor helping 
business, but not at the expense of 
their own subsidies and not if their 
own aims must be subordinated or 
postponed. 

We have at hand all of the needed 
physical ingredients of an economic 
expansion. There is a surplus of 
labor, ample raw material supplies, 
abundant capital at low interest 
rates, the world’s best manufactur- 
ing equipment and technical knowl- 
edge—and a great backlog of unsat- 
isfied needs for both consumption 
and durable goods, including con- 
struction. Such speculative excess 
as existed some months ago in the 
price and inventory structure has 
been largely corrected. 

With these potentials a benevolent 
dictator would rejoice and work 
wonders—but we do not want a dic- 
tator! We want prosperity for all, 
under the democratic process, with 
each group insistent on a bigger slice 
for itself! Because we are—yet—a 
democracy our collective thinking 
follows every conceivable direction 
and tangent. That is why we com- 
promise and straddle. That is why, 
confronting a depression, you will 
find not even business men and 
economists agreed as to what pre- 
cisely should be done. Each has his 
own platform. Ours runs about like 
this: 

On any level of national income 
probable for a long time to come, 
we cannot afford a $7,000,000,000 
Federal budget without courting dis- 





aster or without a deflationary load 
of taxation. The only way to cut it 
is to cut it. Roosevelt cut it early 
in 1933 without asking the advice 
of business as to which items should 
be curtailed. 

We cannot produce abundance 
under the capitalist system when 
incentive is dulled by a “heads-we- 
win-tails-you-lose” conception of 
taxation. Tax changes should move 
in the direction of a broad-based in- 
come tax system, away from con- 
cealed, “easy to pay” levies. Taxes 
should be high enough to support 
the reasonable needs of government 
but not so high that they stifle in- 
ducement to assume business or in- 
vestment risks. 

Labor is entitled to a fair share 
only of the increased physical val- 
ues produced. It cannot better its 
lot or that of the country. by union- 
forced cost increases which can only 
be absorbed in higher prices to the 
consumer. All varieties of sit-down 
strikes are illegal, and the law should 
be enforced. The Wagner Act should 
be rewritten to provide genuine col- 
lective bargaining on terms fair to 
both labor and capital. Labor unions 
should be brought under a degree of 
public control equal to that existing 
in England. 

The President should declare flatly 
that whatever Congress enacts of 
his reform program at the present 
special session will represent the 
completion of such reforms; and that 
during the remainder of his elected 
term he will place first emphasis on 
encouraging a privately-financed re- 
covery under the capitalist system, 
and on such revisions of previous re- 
forms as prove needed to make them 
workable. 

Given this approach, we could rely 
on the competitive adjustments of 
the profit system itself to take us 
forward to better times. 

But we are dealing with politics— 
and we wouldn’t bet much that ‘ue 
New Deal will heed any suggestions 
from us. There is, however, a ray 
of comfort in the very speed of our 
adversity. The faster the depres- 
sion comes, the sooner it should be 
over, 

It is chiefly for the Administration 
and Congress to determine whether 
we can look back upon it as a suc- 
cessful surgical operation, followed 
by prompt recuperation—or the be- 
ginning of a lingering and .deep- 
seated malady. 
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Motor Truck Transportation 
Comes of Age 





(Continued from page 221) 


(issue of November 7, 1936) the 
writer discussed the railroads’ acqui- 
sition of truck lines. At that time 
the rail carriers were buying truck 
lines rapidly but selectively. Consid- 
erable doubt was then raised as to 
just how far the I C C would allow 
the railroads to go in this direction. 
But the Commission has adhered to 
its original policy that railroad ac- 
quisition of truck lines would be per- 
mitted only when the trucks are op- 
erated in service auxiliary or supple- 
mentary to train service. The Com- 
mission will not allow railroads to 
use trucks as a means of extending 
their lines into territory served by 
other trucks or railroads. In short, 
railroads cannot use trucks to com- 
pete with other trucks or railroads. 
The object of this policy is to pre- 
serve the inherent advantages of 
trucks and to develop and preserve 
a highway transportation system. 

Nevertheless, the railroads own 
and operate more than 50,000 trucks 
and indirectly control the operations 
of many more thousands. The high- 
way operations of railroads two 
years ago involved the handling of 
2,600,000 tons of freight in line haul 
traffic. This is the merest fraction of 
the railroads’ total tonnage. How- 
ever, it’s still an explosive subject. 
When a trucking line recently ap- 
plied to the I C C for permission to 
operate as a common carrier for the 
P R R in station-to-station service, 
counsel for 350 truck lines and 27 
railroads arose in strident protest. 
No wonder a railroad attorney re- 
cently told the I C C that it was im- 
possible for the railroads to make 
joint rates with truck lines because 
of the present bitter competition. 


Problems of the Industry 


It would be a strange kind of in- 
dustry that did not have its share of 
problems. Trucking is no exception. 
For instance, it is losing millions an- 
nually because of the “border war- 
fare” between some States over the 
questions of motor-truck registra- 
tion reciprocity. Just when the in- 
dustry thinks the controversy settled 
it gushes forth at another point. The 
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steadily mounting gasoline taxes, and 
other special motor vehicle taxes, are 
a constant threat to the industry’s 
expansion. Various State limitations 
cn truck sizes and weights are an- 
other bedeviling influence, in spite 
of which Fruehauf Trailer Company 
comes along with a special job of 
100-ton capacity, 200-horsepower 
Diesel motor, 74 feet long and 11 
feet wide, with 34 pneumatic tires. 

Incidentally, General Motors’ Mr. 
Kettering thinks the Diesel’s largest 
possibilities are in the truck field. 
Another authority states that the 
Diesel has doubled the economic 
sphere of the truck, pointing out 
that gasoline trucks meet rail costs 
at 200 miles, whereas Diesel truck 
costs intersect rail costs at 430 miles. 
These conclusions are based on cost 
data covering the operations of 80 
Diesel and 161 gasoline trucks. 

The outlook for the trucking in- 
dustry is perhaps best indicated by 
glancing at a few figures. For exam- 
ple, the production of trucks during 
the first half of 1937 exceeded the 
same period of 1929—the previous 


high—by 9 per cent. Retail sales 
during the same period of 1937 were 
814 per cent higher than the same 
period of 1936. Motor truck regis- 
tration in 1936 jumped 10.3 per cent 
over 1935; the greatest gain in truck 
registrations since 1926. 

There is nothing on the horizon to 
suggest that trucking will not con- 
tinue to expand; possibly more slow- 
ly than during the past eighteen 
months. The tendency for truck 
lines to merge continues. The indus- 
try is learning to eliminate unprofit- 
able long hauls, concentrating on the 
more lucrative short hauls. 

Naturally, this speaks well for the 
prospects of companies that manu- 
facture trucks and their accessories, 
without which there could be no 
trucking industry. They have made 
it possible for a man to buy three 
trucks today for what he would have 
had to pay for one truck in 1906. 
Their skill and enterprise have been 
rewarded with generally increasing 
sales and earnings. Today they have 
as much chance as the next fellow 
of improving upon the past record. 
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Quotations as of Recent Date 


Price Range 
——evntrmemnmy, Reeame 


Name and Dividend High Low Price 
Alum, Co. of Amer....... 177% 72%, 173 
Amer. Cyanamid B (*.60)..... 37 17% 20% 
Amer. Gas & Elec. (1.40)..... 48% 21% 25% 
Amer. Lt, & Tr. (*1.20)... 26% 10 13% 
Amer, Superpower........... 3 % 1% 
Assoc. Gas & Elec, “A" 5¥%, 1 1% 
Canter Cam ........55 ; 674%, 23% 25% 
Cities Service.......... 5% 1% 2% 
Cities Service Pfd............. 60 15 24 
Colum. Oil & Gas ({.40)..... 10% 2% 4% 
Commonwealth Edison (*1.25). 33 20% 25% 
Consol. Copper.............. 19% 3¥% 4% 
Consol. Gas Balt. (3.60). ... 89% 60 63% 
Creole Petroleum (*.50)..... 38% 20% 22 
Eagle Picher Lead (1.40)...... 27% 7 8% 
Elec. Bond & Share.......... 28% 5% 10% 
Elec. Bond & Share Pfd. (6)... 87% 50 5414 
Ex-Cell-O Corp. (*.80)....... 27% 7 8% 
Ford Mot. of Can. “A''(1).... 29% 14 16% 
Glen Alden Coal ({.25)...... 15 5 5% 
Gulf Oil of Pa. (1)........ 63% 33 35 
Hecla Mining (}.70)....... 251% 55 8% 
Hudson Bay M. &S.({1.75).. 42 15% 18% 
Humble Oil (12). ... 87 54% 55% 
Imperial Oil (*.50). . 24%, 14% 17% 
lron Fireman (1,20)... . 27%, 11% 13% 


Price Range 
idle ees 


Recent 

Name and Dividend High Low Price 
Jones & Laughlin............ 126% 27% 28% 
Lake Shore Mines (*4) .. 59% 45% 51% 
Lockhead Air............... 16% 4 6% 
Molybdenum......... . 1% 2% 4% 
National Bellas Hess......... 3% % 1 
New Jersey Zinc (14.50)..... 94% 53 53 
Newmont Mining (*3)..... 135% S0% 52 
Niagara Hudson Power ({.40) 16% 4 8% 
Niles-Bement-Pond (*£)...... 62 30 31 
No. Am, Rayon “A" ({2).... 51% 20 20 
Pan-Amer. Airways (1.25) 26% 15 15% 
Pantepec Oil. ....... 9% 2% 4% 
Pennroad Corp. (1.25) 5% 2% 2% 
Pepperel Mfg. (*6). 151 58% 60% 
Pitts. Pl. Glass (11) .. 447% $77 81% 
St. Regis Paper... .. 11% 2% 3% 
Sherwin-Williams (*4). . 154% 72% 72% 
South Penn Oil (*1.50) 56 35 35 
Technicolor ({.50).... 34 14 14% 
United Gas Com. ... . 13% § 4% 
United Lt. & Pw. "A"... 1% 1% % 
Onited Lt. & Pwr cv. Pf 5% 114% 27% 


t Paid this year. 
* Not including extras. 


t Paid last year. 















Four Key Industries on 
Which Recovery Depends 
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ther expansion of facilities will be 
needed to take care of future de- 
mand, it would seem obvious from a 
layman’s common sense theory that 
the great bulk of the 1923-1929 in- 
vestment must have been necessary 
and therefore “prudent.” 
Fundamentally, the utility prob- 
lem is far simpler than that of “doing 
something” for construction or the 
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AMERICAN IATOR 


STANDARD SANITARY 


CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 


A quarterly dividend of $1.75 per share on 
the Preferred Stock has been declared payable 
December 1, 1937, to stockholders of record 
at close of business November 26, 1937 

A quarterly dividend of 15¢ per share on the 
Common Stock has been declared payable 
December 23, 1937, to stockholders of record 
at close of business November 26, 1937. 
Transfer books will not be closed 


ROLLAND J. HAMILTON 
Secretary and Treasurer 


November 16, 1937 


THE ELECTRIC STORAGE BATTERY CO. 


The Directors have declared 
a final dividend for the year 
1937 of One Dollar ($1.00) 
per share on the Common 
Stock and the Preferred 
Stock, payable December 21, 1937, to stock- 
holders of record of both of these classes of 
stock at the close of business on December 1 
1937. Checks will be mailed. 


WALTER G. HENDERSON, Treasurer. 
Philadelphia, November 19, 1937. 














BATTERIES. 











ANACONDA COPPER MINING CO. 
25 Broadway, 
New York, November 24, 1937. 
DIVIDEND NO. 120 
The Board of Directors of the Anaconda Cop- 
per Mining Company has declared a dividend of 
Fifty mts (60c) per share, upon its Capital 
Stock of the par value of $50. per share, pay- 
able December 20, 1937, to holders of such 
shares of record at the close of business at 
3 o’clock P.M., on December 3, 19867. 
D. B. HENNESSY, Secretary 


NATIONAL DAIRY PRODUCTS 
CORPORATION 


Dividends of os ger share on the Preferred A 
and Preferred B stocks, payable January 3, 1938, 
and 30¢ per share on the Common stock, payable 
December 15, 1937, have been declared to holders 
of record November 29, 1937. 
A. A. STICKLER 
November 18, 1937 Treasurer 
UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directore at a meeting held 
November 18, 1937, declared a dividend for 
the fourth quarter of the year 1937 of $1.00 
and a special dividend of 25c a share, on the 
Common stock of Underwood Elliott Fisher 
Company, payable December 15, 1937, to stock- 
holders of record at t close of business 
December 4, 1937. 
Transfer books will not be closed 
C. 8. DUNCAN, Treasurer 
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railroads, for the reason that it is 
wholly political and not economic. 
If the Government really wishes to 
activate private capital, here is a 
spot where it would be easy to make 
a start—easy, that is, except that 
politicians must always “save face.” 

The railroads need three things if 
their expenditures are to increase 
above an irreducible minimum— 
substantially higher freight rates, 
more traffic and a cessation of cost- 
raising legislation. That is the 
whole story, at least so far as the 
next year is concerned, since within 
this time no substantial additional 
rise in either wages or the cost of 
materials is likely. The prospect of 
increased freight rates is bright, but 
a decision by the I. C. C. in less than 
three months would be surprising 
and it may take longer. Mean- 
while traffic and revenues are de- 
clining. 

It should be realized that the 
I. C. C. did not impose the freight 
rates now under contemplated up- 
ward revision. They are rates which 
on many classes of freight have been 
whittled down below a cost basis in 
the competitive fight between the 
railroads and the motor truck car- 
riers in recent years. It is estimated 
that the 15 per cent increase re- 
quested would put the rate struc- 
ture back to the level of 1930. It 
would thus not be out of line with 
the general commodity price struc- 
ture now prevailing, and would seem 
to offer no valid basis for com- 
plaint from shippers who are get- 
ting 1930 prices or better for their 
products, while paying depression- 
low freight rates. The motor truck- 
ers are seeking an identical increase, 
a fact greatly enhancing the pros- 
pect of favorable I. C. C. action on 
both applications. 

If the full 15 per cent increase 
were to be granted tomorrow, how- 
ever, it would unleash no flood of 
railway spending for equipment. The 
next equipment-buying movement 
will begin when the raijroads have 
both higher rates and evidence of a 
rising trend in traffic. Thus, railroad 
spending can not be looked to as a 
means of either stemming the pres- 
ent reaction or reversing it. For the 
longer future, the theoretical poten- 
tialities in rail equipment are enor- 
mous. This is not because either 
lines or equipment inventories need 
to be enlarged, but because the bulk 
of all rolling stock could profitably 
be replaced by modern equipment 
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and lower operating costs. How far 
the carriers will get in this needed 
modernization, which would mean 
much heavy industry business, will 
depend entirely on future traffic. 
earnings-credit factors more favor- 
able than are likely to exist for some 
time to come. 

The motor industry set the pace 
out of the depression which ended in 
March, 1933. It is highly improb- 
able that it can play an equally dy- 
namic role in reversing the 1937-1938 
deflation. The accumulated need 
for cars, built up as millions of peo- 
ple drove old vehicles longer than 
usual during the depression, does 
not now exist in anything like the 
degree of 1933 to the summer of this 
year. Replacement demand over the 
next year or so will follow closely the 
general economic trend and the state 
of consumer psychology. It is not 
surprising that current sales are dis- 
appointing, so far as the industry as 
a whole is concerned. Even the 
cheapest automobile is a relatively 
expensive purchase and demand for 
cars, as for all durable goods, is 
quickly sensitive to a downward turn 
in security and commodity prices 
and in business activity. Produc- 
tion schedules in the industry re- 
main on a cautious basis, and it is 
now evident that motor output will 
not contribute nearly as much sup- 
port to general business activity in 
the closing weeks of the year as had 
been hoped a short while ago. From 
current indications, indeed, it would 
not be surprising if quite a few motor 
and parts plants go on a three-day 
a week schedule through most of 
December. 

For business as a whole, however, 
correction of price and inventory ex- 
cesses has been unusually fast and 
of great scope. Hence, it may now 
be near completion and pointing to 
a turn for the better in January. The 
position of building, the utilities, the 
railroads and the motor industry will 
have a vital bearing upon the 
strength of the next major recovery 
phase of the economic cycle. Either 
a rally from the present reaction, 
however, or a renewal of recovery is 
likely to be signalled by resumption 
of general business buying of com- 
modities, rather than by anything 
foreseeable in any major industry. 
Pending evidence of stabilization in 
commodities, purchasing agents re- 
main cautious, especially since there 
is every incentive to get inventories 
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ac low as possible for purposes of 
year-end accounting. The new year 
is now very close at hand, and the 
cumulative evidence of a conserva- 
tive turn at Washington, both as re- 
gards the Administration and Con- 
gress, should be increasingly helpful. 





For Profit and Income 





(Continued from page 231) 


and the year-end, the promise of 
greatly improved earnings this year 
borne out by results in the first six 
months will be modified by material 
inventory losses. 


Significant Industrial Items 


Consumption of whisky in Octo- 
ber was larger than production for 
the first time since repeal. . . . Lead- 
ing farm equipment manufacturers 
have announced price _ increases 
ranging from 3% to 5%. . . . Lead- 
ing rayon units have acted promptly 
to avoid excessive production and 
manufacturing schedules have been 
considerably curtailed. . . . In re- 
sponse to lower corn prices, grind- 
ings of leading refiners have been 
stepped up and have been running 
ahead of a year ago, on a monthly 
basis. . Leading packing com- 
panies report rising livestock re- 
ceipts. . .. Demand for paperboard 
and paperboard containers, always 
sensitive to activity of general busi- 
ness, has fallen off sharply and pro- 
duction has been cut nearly in half. 
. . . Sales of electrical refrigerators 
this year will probably exceed 1936 
by close to 15%. Chairman 
Joseph P. Kennedy of the Maritime 
Commission does not indulge in idle 
conjecture and unreasoned surmise. 
Considerable significance, therefore, 
attaches to his belief that ultimately 
transatlantic air service will be 
faster and cheaper than first class 
steamship passage. He has forecast 
that as a result large steamships will 
suffer a heavy loss of traffic. 





Happening in Washington 





(Continued from page 205) 


Rail freight rate increase—15 per 
cent case—is being expedited by 
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ICC and probably will be granted 
in large part, but the most optimistic 
guess is not before mid-spring. Rail- 
roads did good build-up job in gain- 
ing sympathy of public and even 
many shipping interests, but their 
suggestion that Congress direct 
ICC to grant the increase got cold 
shoulders all around. 


British trade agreement is ad- 
mitted by State Department as 
crucial test of reciprocity. England 
is biggest customer, Empire prefer- 
ence system must be cracked, im- 
ports are highly competitive. Satis- 
factory agreement would be_ big 


boost to foreign trade and sh 

benefit agriculture and other i 
ests hertofore hostile to reciprog 
But if it arouses so much opposi 
Congress repeals the act, it is felt 
show-down may as well come 
this. 4 


Aviation bill, placing control of @ 
lmes in ICC, may receive acti 
soon as departmental opposition @ 
pears weakening and it is be 
pushed as recovery measure 
ground that airline earnings pr¢ 
pects would be improved permitt 
sizable expenditures for new plat 
and airport improvements. 
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ACTIVE ISSUES 


Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 

Bankers (2).......... 48 
Bank of Manhattan (1.50) 22% 
Bank of N. ¥. & Trust (14) 395 
Central Hanover (4)... . 891% 
Chase (1.40)........... : 31% 
Chemical (1.80) PEEL Oe 41 
| SOR seein Sea . 27% 
Corn Exchange (3)... 47%, 
First National (100)... . 1725 
eee 223 
Irving Trust (.60). . . 11%, 
Manufacturers (2) OE | 36 
New York (5).......... ; er. 100 
United States Trust (+70) .. 1500 


INSURANCE COMPANIES 
Aetna Fire (11.60) 
Pete CI AG)................ BS 
Am. Surety (2.50) 37% 
Fireman's Newark (.30) 7¥e 
Glens Falls (1.60) 34% 
Globe & Rutgers.................. 29 
Great American (+1.20) 18%, 
Hanover F. (1.60)................. 26% 
Hartford Fire (2) 64 


INSURANCE C OMPANIES—(Continued) | 
aim 
Home (71.60) 
Ins. Co. of North America (12.50). . . 
Maryland Casualty 
National Fire (2)... 
Phoenix (2.50). . 
Sun Life Can. (15) 
Travelers (16)....... 
United States Fire (*2.50) 


Westchester F. (11.60) 26% 


INVESTMENT TRUST SHA RES 
Amerex Corp....... 
Brit. Type Investors. 
Bullock Fund...... 
Corporate Trust—AA... 
Fidelity Fund........... 
Incorporated Investors. . . 
Maryland Fund 
Massachusetts Invest 
Nation-wide Securities B 
No. Amer. Trust Shares 1958... .... 
Quarterly Income Shares 
Spencer Trask Fund 
Uselps Voting Shares... ... 


t Includes extras. 





kindly mention THE MAGAZINE OF WALL ST® 
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